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ABSTRACT
B u sin ess  e n te rp r ise s  e x is t  and opera te  in  an environm ent w hich  
i s  e x te rn a l and in te rn a l to  th e  o rg an iza tio n . I t is  w ith in  the com posite  
o f th e  to ta l  environm ent th a t m anagers have to  make d e c is io n s .
The prim ary purpose of th is  study w as to  co n sid er se lc te d  e n v iro n r 
m ental fac to rs  and som e of th e ir  e ffec ts  on m anagerial d e c is io n  m aking , 
and  to  show  th a t som e of th e s e  factors modify th e  d ec is io n s  o f d iffe ren t 
m anagers in  v arious w a y s . Another purpose w a s  to  show th a t  som e of 
th e  env ironm ental fac to rs  w hich a re  generally  co n sid ered  co n tro lla b le  
o r n o n -c o n tro lla b le , may be p a rtia lly  m od ifiab le .
The environm ent of governm ent w as considered  prim arily  from 
th e  e ffe c t o f th e  fed e ra l law s dealing  w ith  a n titru s t , r e s a le -p r ic e  
m a in ten a n ce , and  labor-m anageihent re la tio n s . It w as show n th a t 
som e m anagers com plied  w ith  th e  la w s , w hile  o thers ignored  th e m .
In  many c a s e s , m anagem ent w as not ce rta in  i f  i t  w as v io la tin g  the  
la w s .  I t  w a s  a ls o  show n th a t m anagerial a c tio n , e ith e r through 
p re s su re  g ro u p s , or on an  ind iv idua l b a s i s ,  w as able to  modify th e  
le g a l  env ironm en t.
The environm ent o f labor-m anagem ent re la tio n s  a lte rs  m an ag eria l 
d e c is io n s  in  v a rio u s w a y s , depending upon th e  a ttitu d e s  and pow er 
h e ld  by th e  com m unity, la b o r , or m anagem ent. The various p o lic ie s
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tha t m anagers ad o p t in  bargain ing  w ith  unions re f le c t th e  various 
ph ilo soph ies h e ld  by  th e  m an ag ers . T hese ph ilo soph ies in fluence  
the env ironm en t.
P ublic  o p in io n  m odifies m anagerial d e c is io n s  as m anagers seek  
to  b u ild  favorab le  im ages for th e ir  firm s. The consum er movement and 
the m arketing c o n c e p t have a ffe c te d  d e c is io n s  a s  m anagers becam e 
aware o f consum er d e m an d s. M anageria l d e c is io n s  have a lso  b een  
a lte re d  by th e  environm ent of race  re la tio n s  a s  N egroes seek  equal 
employment o p p o rtu n itie s  and  s e rv ic e s .
S o c ia l an d  c u ltu ra l in flu e n ce s  are  fe lt by m anagem ent, both 
w ith in  th e  firm and  a s  th e s e  in flu en ces  a ffec t m arket d e c is io n s .
W ith in  the  firm , th e  environm ent c rea ted  by th e  p sy ch o lo g ica l and  
so c ia l needs in f lu e n c e s  a  m anager's  d e c is io n s . M anagers can contro l 
pairt o f the  env ironm ent a s  th ey  m ake a v a ila b le  arrangem ents for need  
s a t is fa c tio n s . The so c ia l  and  cu ltu ra l in flu en ces  are  im portant in  
m arketing d e c is io n s . M anagem ent i s  concerned  w ith  th e  purchase  
m otivations of c o n su m e rs . M anagers have sought and u se d  the se rv ic e s  
of p sy c h o lo g is ts , s o c io lo g is ts ,  and  an th ropo log is ts  to a lte r  th e s e  e le ­
ments o f the  env ironm en t.
M any fa c to rs  in  th e  econom ic c lim ate  con tro l m anagerial d e c is io n s . 
M ost m anagers w o u ld  probably ag ree  th a t they  c an  do nothing about th e  
econom ic tren d s  and  c y c le s . They seem  to  fe e l th a t they  can  determ ine
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th e ir  firm s ' p o s itio n s  re la tiv e  to  th e  b u s in e ss  c y c le . M anagerial 
d e c is io n s  are a ffe c te d  in  v a rio u s w ays by th e  m anagers ' in te rp re ta ­
t io n s  of th e  b u s in e s s  c y c le  and th e ir  an tic ip a tio n  of th e  behavior of 
com petito rs and  c u s to m e rs .
T echno log ica l fac to rs  o f th e  econom ic clim ate in flu en ce  m anagerial 
d e c is io n s  as c o n s id e ra tio n  i s  g iven  to  the  developm ent and adop tion  of 
tech n o lo g ic a l a d v a n c e m e n ts , and th e ir  im pact on hum an behav io r.
M any of th e  env ironm ental fac to rs  are in te rre la te d  and in te r-
t
d e p e n d e n t. W h ile  many o f th e  com ponen ts .change, an  environm ent 
i s  c o n s ta n t. M anagers b a s e  th e ir  d e c is io n s  on th e ir  in te rp re ta tio n  of 
th e s e  fa c to rs , an d  upon th e  ira lu es  th ey  a s s ig n  to  th em . I t i s  n e c e s ­
sa ry  for m anagem ent to  reco g n ize  and becom e fam iliar w ith  th e  e lem ents 
o f th e  environm ent in  o rder to  make e ffec tiv e  d e c is io n s .
The co n c lu sio n  o f th e  study  in d ic a te s  th a t va rious environm ental 
fo rce s  a ffec t m anageria l d e c is io n  making in  d ifferent w a y s , and th a t 
som e of th e  fac to rs  g en e ra lly  deem ed con tro llab le  or n o n -co n tro llab le  
a re  p a rtia lly  m o d ifiab le .
x
CHAPTER I
I .  AN OVERVIEW OF THE STUDY
A. Background o f Problem  and Purpose of Study
1. Background of the Problem
Since the tu rn  of th is  c e n tu ry , b u sin essm en  and w riters have 
becom e in c reas in g ly  in te r e s te d  in  th e  study of m anagerial fu n c tio n s , 
and  the p ro cess  by w h ich  th e s e  functions a re  perform ed. This p rocess 
is  ca lled  d e c is io n  m aking. A s in te re s t  in th e  m anagerial p rocess 
in c re a s e s ,  more study i s  b e in g  g iven  to th e  fac to rs  which a ffect 
m anagerial d e c is io n  m aking .
During th e  1920 's M ary P arker Folle tt began  a se rie s  of lec tu res  
concerning the  nature o f  p o w e r, au th o rity , co o rd in a tio n , and o ther 
fac to rs w hich in flu en ce  a  m an ag er 's  d e c is io n s . M iss Follett fe lt th a t 
th e  law o f the s itu a tio n  w as th e  key to  making d e c is io n s . '1' The s i tu a ­
tio n  is  com posed of th e  to ta l  fac to rs  surrounding th e  d e c is io n . O ther 
w riters and  re sea rch e rs  b eg an  a lso  to  make con tribu tions to  an under­
standing  of m anagerial fu n c tio n s .
*Henry C , M e tca lf  and L . U rw ick , e d s . ,  Dynamic A dm inistration . 
(Bath, England: M anagem ent P ub lica tion  T ru s t, L td .,  1941), p . 58 .
1
Elton M ayo, through h is  in v e s tig a tio n s  a t th e  H aw thorne p lant of
W este rn  E lectric  during the  1 9 3 0 's , conducted  th e  f irs t  m ajor so c ia l
sc ie n c e  experience  in b u s in e s s ,  and probably did  more th an  any other
2
p erso n  to  in s tig a te  the  "human re la tio n s"  approach  in  in d u s try . As a 
re su lt of th e se  m anagem ent becam e more aw are of the  im portance and 
ro le  of so c ia l groups w ith in  a b u s in e s s  o rgan iza tion  a s  th e s e  a ffect 
th e  e fficacy  of m anagerial d e c is io n s .
As a re su lt of th e s e  and o th er s tu d ie s  i t  is  se en  th a t  one ch arac ­
te r is t ic  of the cu rren t study  of b u s in e s s  ad m in istra tio n  i s  an  in te rd is ­
c ip lin a ry  approach  to m anagem ent. From the  con tribu tions of m anagem ent 
s c h o la rs , eco n o m is ts , so c ia l and  b eh av io ra l s c ie n t i s t s ,  and p o litica l 
thought com es th e  raw m ateria l from w hich  new in s ig h ts  in to  the  
m anageria l p ro cess  are  being d e v e lo p e d . All th e  a re a s  of so c ia l 
concern  a re  involved in  th e  stu d y  of th e  d ec is io n -m ak in g  p ro c e ss .
As more effort is  d irec ted  to  a study  of th e  decision -m ak ing  
p ro c e s s , th e  lite ra tu re  is  expanding a t  an in c re as in g  r a te .  T rad itiona lly , 
th is  h as not b een  a un ified  e ffo rt a s  th e  va rious d isc ip lin e s  have made 
con tribu tions to  th e  s tu d y  of m anagem ent th o u g h t. D ifficu lt and time 
consum ing are th e  attem pts to  tra c e  th e  lite ra tu re  through th e  so c ia l 
and  sc ie n tif ic  f ie ld s . A ttem pts to  s if t  through th e s e  w ritin g s and to
2
Loren B aritz , The S ervan ts of Power (M iddletow n, C onnecticu t: 
W esley n  U n iversity  P re s s ,  1960), p p . 77 , 90 .
sy n th e s ize  th e  data  have b een  in freq u en t and  is o la te d .  Each d isc ip lin e  
h as  been  going its  w ay  in d ep en d en tly . T herefo re , th e  to ta l  of the  co n ­
trib u tio n s  is  found in  w idely  sc a tte re d  w ritin g s  w h ich  cut a c ro ss  a ll  
s o c ia l  and s c ie n tif ic  a re a s .  C o n se q u e n tly , th e  lite ra tu re  on  d ec is io n  
m aking is  a c r is s - c ro s s  of theory  and id e a s  re su ltin g  in  a  " . . .  com plex 
problem  of finding tru e  p e rs p e c t iv e s .
These many an d  varied  id e a s  show th a t th ere  are  many in fluences 
or fo rces w h ich  a ffe c t m anagerial d e c is io n  m aking . The sum of a ll  
in flu en ces  i s  defined  as th e  env ironm en t. In flu en ces are  ex erted  upon 
th e  b u s in e ss  s tru c tu re . This s tru c tu re  c o n s is ts  of the  various in d u s tr ie s , 
ind iv idua l b u s in e ss  firm s, goods and s e rv ic e s  w hich  are  produced and 
d is tr ib u te d , and  th e  m anagem ent o f the  f irm s . If th e  nature  of managing 
a  b u s in e ss  e n te rp r ise  is  to  be more fully  u n d e rs to o d , one m ust look 
beyond the b u s in e s s  struc tu re  to  th e  environm ent w ith in  w hich a b u s in e ss  
firm o p e ra te s .
B u sin esse s  th e n , e x is t  and  o p e ra te  in  surroundings w hich  are 
ex te rn a l and in te rn a l to  th e  b u s in e s s  s tru c tu re . Although som e of the 
c h a ra c te r is t ic s  of th e s e  surroundings may c e a s e  to  e x is t  or are  m odified 
through ch an g e , an environm ent i s  c o n s ta n t . I t is  w ith in  th e  com posite 
of th e  to ta l environm ent th a t a m anager h a s  to  make d e c is io n s .
3
Paul W asse rm an , D e c is io n  M aking (I th ac a , New York: G raduate 
School of B usiness and  Public  A dm in is tra tion , C orne ll U n iv e rs ity , 1958), 
p . iv .
Not only must th e  m anager m ake d e c is io n s  w ith in  th is  env iron ­
m ent, th e  various environm ental fac to rs  th e m se lv e s  a ffec t th e  d e c is io n s  
of m anagers . H ow ever, the d e c is io n s  of a l l  m anagers are  no t a ffec ted  
in  th e  sam e w a y . Further, a  m anager may b e  a b le  to  c o n tro l, a t le a s t  
p a r t ia l ly , some of th e s e  fa c to rs . M anagem ent needs to  get a  b a s ic  
understand ing  of th e se  environm ental forces and to  co rrec tly  in te rp re t 
them  in  order to  make b e tte r d e c is io n s .
2 . P urposes of the  Study
The primary purpose of th is  s tudy  is  to  c o n s id e r s e le c te d  environ­
m ental fac to rs  and som e of th e ir  e ffe c ts  on m anageria l d e c is io n  m aking, 
and to  show th a t  some of th e s e  fac to rs  w ill a ffe c t d e c is io n s  of d ifferen t 
m anagers in  various w a y s . Another purpose i s  to  show th a t some of the  
fac to rs  making up the  environm ent w hich  a re  g en era lly  considered  e ith e r 
co n tro llab le  or n o n -co n tro llab le , may be p a r t ia l ly  c o n tro lla b le . By 
b e tte r  understanding  th e se  environm ental f a c to r s , m anagers should  be 
ab le  to  m ake sounder d e c is io n s .
B . D irections and B oundaries of th e  Study
To fa c ili ta te  th e  p resen ta tion  o f th is study  i t  is  a ssum ed  th a t th e  
environm ent is  p e rvasive  in  a l l  m anagerial d e c is io n s .  T hus, th is  study 
cou ld  app ly  in  g en era l to  a l l  types o f  m anagem ent. H ow ever, the  
approach  w ill be  d irec ted  to  th e  m anagers o f b u s in e ss  e n te rp r is e s .
Since th e  study of d e c is io n  m aking h as  an  in te rd isc ip lin a ry  n a tu re , 
s e le c te d  con tribu tions from th e  fie ld s  of so c io lo g y , p sy ch o lo g y , 
an th ropo logy , econom ics, la w , and b u s in e s s  ad m in is tra tio n  w ill  be  in ­
c luded  in  th is  s tudy .
Since th e  factors co n stitu tin g  a n  environm ent are  many and 
com plex , sim ply com piling a compendium  of th e s e  fac to rs  w ould  be a 
g ig an tic  undertak ing . For th is  re a so n , only s e le c te d  environm ental 
fac to rs  are c o n s id e re d . Environm ental fac to rs  a re  so  in te rre la te d  and 
in te rd ep en d en t they  cannot a l l  be lo g ic a lly  s e p a ra te d . For in s ta n c e , 
a p a rticu la r econom ic c lim ate  or cond ition  may c a u se  pub lic  op in ion  
to  bring p re ssu re  on le g is la t iv e  bod ies to  e n a c t law s w hich  w ould 
change em ployer-em ployee re la tio n sh ip s  w h ic h , in  tu rn , may have an  
e ffec t on pub lic  op in ion . H ow ever, for conven ience  and s im p lic ity , 
th e s e  fac to rs  w ill be looked a t  in d iv id u a lly .
T herefore , th is  study  i s  lim ited  to  c o n s id e ra tio n  of s e le c te d  
environm ental factors from governm ent, pub lic  o p in io n , s o c ia l  and 
cu ltu ra l in f lu e n c e s , labor-m anagem ent r e la t io n s , and th e  econom ic 
c lim ate  w hich  a ffect m anagerial d e c is io n  m ak ing .
The environm ent o f an organ ism  is  o ld e r th an  th e  organism  
i t s e l f .  -A study  of the " firs t"  environm ent and  how it  a ffe c te d  d e c is io n  
making w ould probe th e  dark annals o f the  fo rgo tten  p a s t .  S ince  an  
environm ent i s  co n tin u o u s, a study o f env ironm ental in flu e n ce s  m ust 
beg in  w ith  som e a rb itrarily  ch o sen  t im e , e v e n t, or c o n d itio n . For
th e s e  r e a s o n s , the  arrangem ent of su b je c t m atter and  order of approach  
w ere  c h o sen  to  fa c il i ta te  th is  in q u iry .
C . Sources and M ethod of C o llec tin g  D ata
The background m ateria l for th is  study  w as re se a rc h e d  from 
secondary  so u rc e s . Books and p e rio d ica ls  from th e  a re a s  of p sy ch o lo g y , 
so c io lo g y , an th ropology , eco n o m ics, law  and  g e n era l b u s in e ss  w ere 
ch o sen  for th e ir  con tribu tions to  a n  understand ing  of th e  d ec is io n -m ak in g  
p ro c e s s .  Governm ent p u b lic a tio n s , new spaper a r t i c l e s , and  o ther 
re so u rce s  w ere u sed  w here a p p lic a b le .
D . D efin itions of Terms U sed  Throughout Study
Before any m eaningful d is c u s s io n  c an  ta k e  p la c e , key term s u sed  
shou ld  be d e fin ed . S ince w ords m ean d ifferen t th in g s  to  d ifferen t 
p e o p le , th e  w ords "environm ent" and  "d e c is io n  m aking" are  defined  so  
th a t  th e  w rite r and read er w ill  have a more common understand ing  of how 
th e s e  p a rticu la r  term s are  u se d  in  th is  s tu d y .
1. The W ord "Environm ent" D efined: Barnard c o n s id e rs  the  
environm ent of d e c is io n s  a s  having tw o f a c e t s . One i s  th e  purpose 
of th e  d e c is io n , and the  o ther is  th e  so c ia l  and  p h y s ic a l w orld including  
th e  ex te rn a l o b jec ts  and in flu en ces  or fo rces and th e  c ircu m stan ces  of 
th e  m om ent. The la t te r  fac e t of th e  environm ent c o n s is ts  of " . . .  a g ­
g lom erations of th in g s in  m otion, a liv e ; of men and em otions; of p h y sica l
law s and  s o c ia l  law s; so c ia l id e a s ,  norms of a c t io n s ,  of fo rces  and 
r e s i s ta n c e s ." ^  Barnard s e e s  th e  genera l environm ent as c o n s ta n t,  
but ch an g in g . S ince Barnard inc luded  th in g s  and  ex te rn a l o b je c ts  as 
part o f th e  env ironm ent, perhaps he saw an  in te rn a l environm ent a ls o .  
W hee le r d e fin e s  the environm ent a s ,  " . . .  th e  to ta l  o f a ll  th in g s  
ex te rn a l to  b u s in e ss  firms and in d u strie s  w hich  a ffe c t th e ir  o rg an iz a ­
tio n  and o p e ra tio n ."^
The g e n e ra l de fin itio n  may be summed up in  term s o f th e  one g iven  
in  W e b s te r 's  New C o lleg ia te  D ictionary  a s  " . . .  th e  agg regate  of a ll  the  
ex te rn a l cond itions and in flu e n ce s  a ffec ting  th e  life  and developm ent of 
a n  o rg a n is m .. .  . " S ince a b u s in e ss  e n te rp rise  is  a  so c ia l  organism  th is  
d e fin itio n  w ill h o ld , in  g e n e ra l. For the  purpose  of th is  study  th e  l a s t  
d e fin itio n  w ill be a c c e p te d , w ith  m o d ifica tio n s . T his i s ,  th a t th e  term  
" in te rn a l environm ent" sh a ll  inc lude  th o se  in flu e n ce s  w ith in  th e  fram e­
work of th e  o rg an iz a tio n . T hese include w orking c o n d itio n s , work 
la y o u t, a tt i tu d e s  of the  perso n n el on the  jo b ,  th e  o rg a n iz a tio n a l re la tio n ­
sh ip s  th a t  e x is t  and d evelop , and th e  labor-m anagem ent re la tio n s  as 
th ey  p e rta in  to  th e  w o rk e rs .
^ C h es te r  I .  B arnard, The Functions of th e  E xecutive (C am bridge, 
M a ss a c h u se tts ;  H arvard U n iversity  P r e s s , 1938), p p . 194, 197.
^Bayard O . W h ee le r, B u siness; An In troductory  A nalysis (New 
York: H arper and Row P u b lish e rs , 1962), p .  5 1 .
T hus, a s  u se d  in  th is  d is c u s s io n , th e  environm ent is  th e  to ta l  
o f a l l  in te rn a l and  ex te rn a l fo rc e s , fa c to rs , and in flu e n ce s  w h ich  a ffec t 
th e  o p e ra tio n s  of th e  firm . C e rta in  p a rts  of th e  env ironm en t, or env iron ­
m ental fac to rs  co n sid ered  to  be sub -env ironm en ts w ill  be  th e  m ajor 
concern  in  th is  u n d ertak in g .
2 . D ec is io n  and M anageria l D ec is io n  M aking D efin ed . T hese  
term s s h a ll  be u sed  in  th e ir  trad itio n a l m ean in g s . A d e c is io n  h a s  been  
made w hen a m anager has se le c te d  one a lte rn a tiv e  from among a v a ila b le  
a l te rn a t iv e s .  D ec isio n  making i s  the  p ro ce ss  by w hich  th is  a lte rn a tiv e  
i s  c h o se n .
E. Preview  and Order of Approach
Some a sp e c ts  of th e  le g a l environm ent w il l  be  covered  f i r s t .  This 
environm ent i s  im portant b e c a u se  of i ts  e ffec t on th e  b u s in e s s  o rg a n iz a ­
t io n .  U nder th is  to p ic , c o n sid e ra tio n  w ill  be g iven  to  th e  re la tio n sh ip  
of law  to  b u s in e s s ,  and to  the  so u rces and som e e ffe c ts  of s e le c te d  la w s . 
A tten tion  w ill be g iven  to  th e  major a n titru s t la w s , th e  M ille r-T yd ings 
Act and  th e  M cGuire Act in  re la tio n  to  re s a le  p rice  m a in ten a n ce . The 
c h ie f  labor-m anagem ent re la tio n s  law s w ill  be d is c u s s e d  in  term s of 
th e  em erging recogn ition  of a need  for th e s e  la w s , and what th e ir  e ffe c ts  
have b een  on m anagerial d e c is io n s . M ore s p e c if ic a lly ,  s e le c te d  fed e ra l 
law s w ill  be considered  w ith  reference  to  s ta te  law s for i l lu s tra tiv e  
p u rp o se s , w hen  a p p ro p ria te . The d isc u ss io n  w ill be ex tended  to
c o n s id e ra tio n  of some e ffe c ts  of governm ent and law  on v a rio u s  b u s i ­
n e s s e s  and  on th e  in te rp re ta tio n  of th e s e  fac to rs  by m an ag ers .
The environm ent of m anagem ent-labor re la tio n s  w ill  be  covered  
n e x t.  An in s ig h t in to  th is  environm ent is  im portant b e c a u se  th is  
env ironm ent is  a ffe c te d  to  a  degree beyond any sp e c if ic  la w . Labor 
un ions have been  a c c e p te d  a s  a part of th e  Am erican s o c ie ty , and the  
re la tio n s  w ith in  th e  b u s in e ss  o rgan iza tion  goes beyond any le g a l 
c o n s id e ra tio n . U nder th e  to p ic  of labor-m anagem ent re la tio n s  env iron ­
m ent , th e  a tt i tu d e  of m anagem ent and  em ployees and th e  c o n cep tu a l 
fram ew ork of power w ill be co n sid ered  as union o rg an iz a tio n a l in f lu e n c e s . 
S e le c te d  fac to rs  se ttin g  th e  environm ental framework for barga in ing  w ill 
a ls o  b e  covered  along w ith  the  p o ss ib le  e ffe c ts  of labor-m anagem ent 
re la tio n s  environm ent on firm con tinu ity  and m anagem ent-labor co o p era ­
t io n .
In th e  next se c tio n  a tte n tio n  w ill be g iven  to  som e a s p e c ts  of 
p u b lic  a ttitu d e  a s  env ironm ental fa c to r s . Although law  is  in te rp re ted  
to  m ean pub lic  opin ion  fo rm alized , many a sp e c ts  of pub lic  op in ion  are  
n o t fo rm alized  in to  la w . Y et, m anagem ent h a s  to  make d e c is io n s  in  th is  
env ironm en t, and th e s e  d e c is io n s  are  a ffec ted  by pub lic  op in ion  and 
a t t i tu d e .  In  a d d itio n , custom er dem ands w ill  be  co n sid e red  in  term s 
of th e  "consum er m ovem ent" and the  "m arketing concep t"  to  s e e  how 
th e s e  in flu en ce  d e c is io n s .
10
W ith in  th e  p a s t d ecad e  the  environm ent o f race  re la tio n s  h as
changed  d ra s t ic a l ly .  Some of th e  changes have b een  brought about
«»
by le g is la t io n ,  and some by public  op in ion . S ince  race  re la tio n s  i s  
an  ex trem ely  im portant in fluence  to d ay , co n sid e ra tio n  of th e s e  re la tio n s  
and th e ir  e ffe c t on m anagerial d ec is io n s  w ill be tre a te d  a s  part of th e  
pub lic  op in ion  env ironm ent.
As a fourth  environm ental fac to r, th e  so c ia l and cu ltu ra l in flu en ce  
w ill  be  d is c u s s e d . A tten tion  w ill be g iven  f irs t to  th e s e  fac to rs  a s  th e  
in te rn a l environm ent and  how they  a ffec t a  m anager's  d e c is io n s .  E le ­
m ents c o n s titu tin g  th is  environm ent include  th e  p sy ch o lo g ica l and 
s o c ia l  n eed s of th e  work fo rce . T hese w ill  be. co n sid e red  in  term s of 
m anagem ent seek ing  to  e s ta b lis h  w ays w hereby th e s e  needs c an  be 
fu lf il le d . The p sy c h o lo g ic a l, so c io lo g ica l and cu ltu ra l environm ent 
w ill  th en  be  d is c u s s e d  b riefly  in  term s of th e ir  p a rticu la r s ig n if ic a n c e  
for m arket d e c is io n s .
The econom ic c lim ate  w ill be the  fifth  environm ental fac to r 
c o n s id e re d . As one a sp e c t of th e  econom ic c lim a te , d e c is io n  m aking 
w ill  be  tre a te d  in  term s of g en era l con trac tionary  and ex p an sio n a ry  
t im e s . I t i s  im portant for m anagem ent to  reco g n ize  such  co n d itio n s 
and be ab le  to  determ ine th e  p o sitio n  of i ts  firm . Further, som e e ffe c ts  
of com petitive  fac to rs  on p rice  com petition  and n o n -p rice  com petition  
w ill  be c o v e red . T echno log ical fac to rs w ill be co n sid ered  a s  th ey  re la te  
to  developm en t, a d a p ta b ility , and co n seq u en ces on th e  hum an f a c to r s .
n
F in a lly , th e  co n tro lla b ility  of ce rta in  environm ental fac to rs  w ill  
be c o n s id e re d  to  determ ine w he ther th e se  fac to rs  a re  c o n tro lla b le , 
p a rtia lly  c o n tro lla b le , o r u n c o n tro lla b le .
In  th e  summary and co n c lu sio n s  s e c tio n , th e  re la tio n sh ip  of th e  
env ironm ental fac to rs  w ill  be  rev iew ed  as w e ll a s  th e  id ea  of a 
c o n s tan tly  changing  env ironm ent. The n e c e ss ity  of reco g n iz in g , u n d er­
stand ing  , and  p lac in g  v a lu e s  on th e  environm ental fac to rs  w ill  be v iew ed  
a s  a  b a s is  for sound  m anagerial d e c is io n s .
CHAPTER II
SOME ASPECTS OF THE LEGAL ENVIRONMENT 
A. R ela tionsh ip  of Law to  B u sin ess
Ju s t a s  a th le t ic  c o n te s ts  could  not be p layed  sa tis fa c to r ily  w ith ­
o u t ru les  to  govern th e  p la y e rs , so  l ife  in  g e n e ra l, and th e  b u s in e ss  
w orld  in  p a r tic u la r , cou ld  not con tinue  s a tis fa c to r i ly  w ithout ru le s  to  
gu ide  and  reg u la te  th e  a c tio n s  of th e  p e o p le . Law is  e s s e n tia l  to  
o rd e r , d ire c tio n , an d  e ff ic ie n c y . Some sy s te m  m ust e x is t to  define  
an d  enforce th e  r ig h ts  and re sp o n s ib ili t ie s  of a l l  members of so c ie ty  
a n d  thereby  to  p reven t h o p e le s s  confusion.^* As our cu ltu re  becom es 
more com plex , th is  need  for law  becom es g re a te r . As th e  com plex itie s  
ex ten d  to  th e  func tions of b u s in e s s  o rg a n iz a tio n s , th e  b u s in e ss  m anager 
m ust becom e more aw are  o f ,  and se n s it iv e  to ,  th e  leg a l environm ent a s  
a part o f th e  to ta l  environm ent w ith in  w hich th e  b u s in e ss  e n te rp rise  
e x i s t s .
Law can  be de fin ed  a s  th a t body of p r in c ip le s , ru le s , and p re ­
c e p ts  th a t  a re  s e t  up to  govern  co n d u c t, and  th e  obse rv an ce  of w hich  
c a n  be en fo rced  in  c o u rt. Law is  made up of th ree  e lem en ts: (1) l e g i s -  
' la t iv e  p ro v is io n s  in  force a s  found in  the  c o n s titu t io n s , t r e a t ie s ,
^W illiam  R. B andy, e t .  a l . # B usiness Law (Boston: Allyn and 
B acon , I n c . ) ,  1958, p .  1.
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s ta tu te s  an d  lo c a l  o rd in an c es ; (2) ru le s  adop ted  by th e  courts; (3) the  
sy stem  of le g a l  co n ce p ts  and  tra d itio n a l le g a l tech n iq u es w hich form 
the  b a s is  o f ju d ic ia l  a c t io n .
S ince law  i s  a schem e for s o c ia l  c o n tro l, i t  is  for the  p ro tec tion  
of s o c ia l in te r e s t s .  It a c c o m p lish e s  i ts  purpose by th e  recogn ition  of 
a c ap a c ity  in  persons to  in flu en ce  th e  conduct of o th e rs . Law a lso  
affords the  m achinery of th e  co u rts  and le g a l procedure to  help  th e  
persons w ith  th e ir  c a p a c i t i e s .
There are  many c la s s if ic a t io n s  of la w , and to  try  to  c la s s ify  law  
in to  n ea t c a te g o rie s  w ould  make th e  c la s s e s  e ith e r  "a ll  in c lu s iv e"  or 
"too e x c lu s iv e . " For th e  pu rpose  of th is  s tu d y , law  i s  c la s s if ie d  in to  
the  broad a re a s  of p riv a te  and  pub lic  law .
(1) P riv a te  Law; P riv a te  law  is  concerned  w ith  th o se  problem s 
and re la tio n sh ip s  w hich  e x is t  be tw een  in d iv id u a ls . P rivate  law is  
trad itio n a lly  se p a ra te d  in to  th e  law  of c o n tra c ts  and th e  law  of to r ts .  
The law  of c o n tra c ts  d e a ls  w ith  c o n tra c tu a l re la tio n sh ip s  en tered  in to  
vo lun ta rily  by tw o or more p e rs o n s . The law  of to r ts  d ea ls  w ith  w rongs 
com m itted by one person  a g a in s t th e  p e rson  or property  of an o th er. 
Although a m anager shou ld  have a  g en era l understand ing  of p rivate  law 
to  m ake more in te llig e n t d e c is io n s ,  it  is  pub lic  law  w hich provides a 
m ajor portion  of th e  o v e r -a l l  le g a l env ironm ent. It is  to  th is  type  law  
th a t major a tte n tio n  w ill  be  d ire c te d .
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(2) Public  Law: P ublic  law  is  concerned  w ith  th e  o rg an iza tio n  
of governm ent or to  th e  re la tio n sh ip  be tw een  in d iv id u a ls  (including 
b u s in e ss  firms) and  th e  governm ent or s o c ie ty . The a s p e c ts  of th e  
le g a l environm ent a s  undertaken  in  th is  study  w ill d e a l w ith  the  various 
so u rces of law  and some e ffe c ts  of th e s e  law s on m anageria l d e c is io n  
m aking .
• B. Sources and C e rta in  E ffects of Law S etting  
Environm ental Framework
The law  se ttin g  th e  env ironm ental framework w ith in  w hich  b u s i­
n e s s e s  opera te  does not flow from only one so u rc e . Law may be  found 
in  c o n s titu tio n s , s ta tu te s ,  t r e a t i e s ,  o rd in a n c e s , and  from decided  
c a s e s .  C o n stitu tio n a l law  in c lu d es  th e  c o n s titu tio n  in  force in  a 
p a rticu la r a re a . T hus, in  e ac h  s ta te ,  two c o n s titu tio n s  are  in  fo rce— 
th e  federa l c o n s titu tio n  and a s ta te  c o n s titu tio n . Law a ls o  in c lu d es  
th e  s ta tu te s  adop ted  by th e  le g is la t iv e  b o d ie s . This is  c a lle d  sta tu to ry  
la w . S ince both th e  n a tio n a l governm ent and th e  v arious s ta te  govern­
m ents have le g is la t iv e  b o d ie s , each  p erson  i s  under two sta tu to ry  bod ies 
of la w .
If a to w n , co u n ty , or o th er su b d iv is io n  h as th e  pow er to  adopt 
s ta tu te s  and o rd in a n c e s , th e n  th e re  are  th ree  c la s s e s  of s ta tu te s  in 
force in  one a r e a .
The ju d ic ia l  system  in  th e  U nited  S ta te s  has e s ta b lis h e d  a genera l 
p rio rity  among the  v arious so u rc e s  of la w . C o n stitu tio n s  p rev a il over
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s ta tu te s  and s ta tu te s  u su a lly  p rev a il over common law  p rin c ip les  as 
e s ta b lis h e d  by court d e c is io n s . I t shou ld  be rem em bered th a t
J
s ta tu te s  g en era lly  have to  be  in te rp re ted  s in c e  they  d ea l in  g e n e ra li­
t i e s .  U nlike c iv i l  law  w here  law s covering  conduct have a ll  been  
co d if ied , m ost of th e  law  in  fo rce  in  th e  U n ited  S ta te s  cam e from 
•common la w .
1. C ustom s and Common Law
The b a s is  for m ost of th e  law  in  th e  U n ited  S ta te s  has i ts  source 
in  th e  common or unw ritten  law  of E ngland . W hen W illiam  the  B asta rd , 
Duke of N orm andy, invaded  England in  th e  y e a r 1066, th ere  w as no 
n a tio n a l sy s te m a tic  body of la w . Duke W illiam  im m ediately  in s titu te d  
re fo rm s. In  order to  un ite  th e  country  under th e ir  ru le , Duke W illia m , and 
la te r ,  the  Norman k ings se n t ju d g es  in to  th e  lan d  to  ad ju d ica te  th e  d i s ­
p u te s .  T hese early  ju d g es  had  no body of ru les  to  follow ; therefo re  they  
drew heav ily  upon th e  c u s to m s , t r a d i t io n s , and th e  m oral s tan d ard s of
th e  p e o p le , a s  w e ll a s  th e ir  own s tan d a rd  of ju s t ic e .  T hus, common law
\
developed  through ju d ic ia l  p rec ed e n ts  .2
The common law  a s  th e  b a s is  for m ost of the  law  in  the  U nited  
S ta te s  is  "the g en era l A nglo-A m erican sy stem  of le g a l concep ts and th e  
tra d itio n a l le g a l te c h n iq u e s  w h ich  forms th e  b a s is  of the  law  of th e  s ta te s
2
Theodore F . T . P lu c k e t, A C o n c ise  H isto ry  of the  Common Law , 
4 th . E d . ,  (London: Butterw orth and C om pany, L td . ,  1948), p p . 11—15.
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w hich have adopted  i t . " 0 Common law i s  to  be  d is tin g u ish e d  from the  
law  of a  pa rticu la r s ta te  w hether th a t  law  is  common law  or s ta tu to ry  
la w . Som etim es th e  law  of a  p a rtic u la r  s ta te  w ill d iffer from th a t of 
o ther s ta te s  although a ll  may have the  sam e sy stem  of c o n cep ts  and 
le g a l trad itio n  a s  th e  b a s is  for th e i r  la w . There i s  no federal common 
law  a s id e  from m aritim e law
The d is tin g u ish in g  fea tu re  o f common law  is  th a t i t  developed  
a s  a system  of law  b a se d  upon ju d ic ia l  p re c e d e n ts , and i t s  u se  of th e  
ju ry  to  decide  on c a s e s  of f a c t .  The cou rts  did not a c tu a lly  make the  
law  through th e ir  d e c is io n s , but m erely  gave  e x p re ss io n  to  th e  law a s  
i t  developed  by custom  and tra d i tio n .
The doctrine of S tare  D e c is is  se rv es  a s  th e  foundation  of the  
common law . That i s ,  prior d e c is io n s  s e t  p reced en ts  w hich  subsequen t 
c a s e s  re la ting  to  the  sam e q u e s tio n s  of law  g en era lly  fo llow . There 
does no t have to  be se v e ra l d e c is io n s  a c c e p te d  a s  p reced en ts  before 
ru les  a re  considered  la w . N either w ill a  d e c is io n  s tan d in g  a lone  be 
co n sid ered  a s  a  p receden t if  tha t d e c is io n  h as  stood  a lo n e  for many 
years  w ithout c ita tio n  by th e  c o u r ts , or i f  th a t "p reced en t"  la c k s  re a so n . 
Further, a p recedent in  one s ta te  w il l  not su ffice  a s  th e  p reced en t in  
ano ther s ta te .
^American Law I n s t i tu te , R esta tem en t o f th e  Law of C on flic t of 
Laws (S t. Paul: American Law I n s t i tu te ,  P u b lish e rs , 1934), p . 7 .
^C harles C . R ohlfing , e t .  a l . .  B u sin ess  and G overnm ent (C hicago: 
The Foundation Press), 1938), p . 137 .
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The d e s ire  for c e rta in ty  and p re d ic ta b ility  gave r is e  to  s ta re  
d e c i s i s . It w as exped ien t to  follow p re c e d e n ts . Many le g a l is s u e s  
w ere  s e t tle d  by common law through p re c e d e n t, and  s ta b ili ty  w as brought 
in to  many a re a s  of la w . "Ind iv iduals w ere  a b le  to  a c t in  re lia n c e  upon 
prior d e c is io n s  w ith  rea so n a b le  certa in ty  a s  to  th e  re su lt of th e i r ' 
c o n d u c t."^
The New England C o lo n ies  did not a c c e p t th e  English com m on
6
,aw so  read ily  a s  th e ir  s is te r  co lo n ies  to  th e  S ou th .
Although L ou isiana  follow ed the  Roman c iv i l  la w , a ll  of th e  o ther 
s ta te s  adop ted  th e  common law  p rin c ip les ; how ever, i t  is  not co rrec t to  
sa y  th a t a ll  s ta te s  have the  sam e common la w . I t is  more a c c u ra te  to  
say  th a t each  s ta te  has a sep ara te  "body of la w ,"  and th e se  b o d ies  o f 
law  a re  a ll  b a se d  on th e  one common law  sy s te m . In ad d itio n  to  
common la w , many s ta tu te s  have been  p a s se d  in  th e  U nited  S ta te s  to  
reg u la te  and guide b u s in e ss  d e c is io n s . M ain s ta tu te s  w ith in  th e  g en era l 
c la s s if ic a t io n s  o f a n ti- tru s t  la w s , s o -c a l le d  " fa ir- tra d e  or p rice  m ain­
te n a n c e "  law s and la b o r-re la tio n s  law s w ill  be co n sid ered  in  tu rn .
5Robert N . C orley  and Robert L . B lack , The Legal Environm ent 
o f B usiness (New York; M cG raw -H ill Book C om pany, I n c . , 1963), 
p .  37 .
Pau l S . R e in sch , "English Common Law in  the  Early American 
C o lo n ie s ,"  B ulletin  of th e  U n iversity  of W is c o n s in , N o. 31 , Econom ic 
P o lit ic a l S c ien ce  and H is to r ic a l S c ie n c e , Vol. 2 , N o. 4 , O c to b er,
1899, p p . 397 ff .
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2 . A ntitrust Laws
a .  The Background S e ttin g . During feuda l t im e s , th e  c h u rc h , 
g u i ld s , and lo c a l manoral lo rds a lm ost com plete ly  co n tro lled  th e  
econom ic , s o c ia l ,  and  p o litic a l life  o f the  p e o p le . M ost of th e  
p eop le  w ere t ie d  to  th e  land of th e ir  lo rd s . The c o lla p se  of th e  
feu d a l sy s tem  and th is  type of lo c a liz e d  con tro l cam e a s  a re s u lt  of 
th e  R e n a issa n c e .
N a tio n a lis tic  s ta te s  em erged in  Europe around th e  tu rn  o f  the  
s ix te e n th  c en tu ry . These s ta te s  w ere c h a ra c te r iz e d  by strong  c e n tra l­
iz e d  governm ents and the in te re s ts  of the  s ta te s  becam e suprem e. To 
p ro tec t th e s e  in te r e s ts ,  th e  s ta te s  b u ilt v a s t m ilita ry  pow er to  m ain tain  
p o lit ic a l  c o n tro l. During th is  period of m ercan tilism , th e  governm ents 
o f th e s e  s ta te s  a ls o  m aintained econom ic con tro l over th e  p e o p le . 
Exporting w as encouraged to  ga in  gold and o th er p rec io u s m etals in  
o rder to  m ain tain  th e  a rm ie s . Im porting w as d isco u rag ed  by h igh  ta r if fs  
b e c a u se  i t  d ra ined  th e  gold and o th er p rec ious m eta ls  o f th e  s t a t e s . The 
s ta te  determ ined  th e  amount of production  in  e ac h  in d u stry  a s  w e ll a s  
hours and w ages of th e  w orkers.
The em phasis  w as upon th e  w elfare  of th e  s ta te  ra th e r  th a n  on 
in d iv id u a l w e lfa re . T hus, i t  w as n a tu ra l for th e  s ta te  to  con tro l th e  
econom ic and so c ia l  environm ent of th e  peop le  to  se rv e  th e  S ta te 's  en d .
The Am erican c o lo n is ts  w ere su b jec ted  to  th is  ty p e  of reg u la ted  
m ercan tilism  by th e  cen tra l governm ent in  E ngland . The co lo n ies  w ere
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o p p re sse d  by p roh ib itions and by tax a tio n  w ithout re p re se n ta tio n .
England w an ted  to  m ain tain  a strong p o litic a l and econom ic con tro l
to  en rich  h e r co ffers a t th e  expense  of th e  c o lo n ie s . The c o lo n is ts
p ro te s te d  th e ir  o p p ress io n  through th e  firs t C on tinen ta l C o n g re ss .
T hese p ro te s ts  w ere  met w ith  further re s tr ic tio n s  th a t v irtu a lly  w iped
out com m erce in  th e  c o lo n ie s . The c o lo n is ts , in  re jec tin g  th e  id ea  th a t
th e  s ta te  w a s  sup rem e, rev o lted  in  order to  m aintain  th a t th e  in d iv id u a l 
7w as sup rem e.
The p rev a ilin g  ph ilosophy  w as th a t the  governm ent, by n a tu ra l 
la w , re c e iv e d  i ts  power only from th e  people and  " th a t governm ent is  
b e s t  w h ich  governs l e a s t . " The early  c o lo n is ts  w ere not th e  only ones 
who h e ld  such  a  v iew . Adam Sm ith , a S co ttish  eco n o m ist, h e ld  th is  
view  in  h is  W ealth  of N ations w hich  w as pub lished  in  1776. S m ith 's  
doc trine  o f l a i s s e z  fa ire  h e ld  th a t th e  n a tio n a l w ealth  w as th e  to ta l  of 
in d iv id u a l w ea lth  and th o se  cond itions which produced th e  g re a te s t  
in d iv id u a l w ea lth  w ould bring th e  g re a te s t  na tional w e a lth . He rea so n e d  
th a t an  econom ic system  w hich  w ould perm it th e  g re a te s t freedom  w ould 
a llow  in d iv id u a ls  to  seek  th e ir  s e lf is h  ga in s in  term s of maximum 
w ea lth ; th e  in c re a se  in  in d iv id u a l w ea lth  w ould in c re a se  th e  n a tio n 's  
w e a lth . A ccording to  Sm ith , th e  na tu ra l "law of supply  and dem and"
^ Robert N . C orley  and Robert L . B lack , The Legal Environm ent 
of B u sin e ss  (New York: M cG raw -H ill Book Com pany, I n c . , 1963),
p .  268 .
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w ould reg u la te  th e  b u s in e s s  to  th e  good of th e  community (in th e  
a b se n c e  of an  e x c lu s iv e  c o rp o ra tio n ). As a re su lt of the  common 
a ttitu d e  of l a i s s e z  f a i r e . th e  Am erican people  opposed  governm ental 
in te rfe ren ce  in  th e  econom ic system  in  a regu latory  m anner. H ow ever, 
a s  C orley  and B lack point o u t, changing cond itions require  changes in  
law  or a  new la w . T h u s, th e  growth of governm ent regu la tions 
p a ra lle le d  th e  growth of the  econom y. The economy of th e  U nited  
S ta te s  a t th e  tu rn  of th e  se v en teen th  century  w as a sm all and sim ple 
o n e . A griculture w a s  th e  la rg e s t s in g le  in d u s try . M ost of the  peop le  
liv e d  on farms and w ere  se lf-e m p lo y e d . M anufacturing , a re la tiv e ly  . 
sm all in d u s try , w as ca rried  on by a few cra ftsm en  in  th e ir  hom es.
The in d u s tr ia l  rev o lu tio n  of th e  n in e teen th  century  transform ed 
th e  econom y. M anufacturing  su rp a sse d  a g ric u ltu re , and m ass p roduc­
tio n  fo rced  th e  sm all c ra fts  and  home in d u s tr ie s  out of e x is te n c e .
Farm ers began  producing la rg e r crops for s a le .  The expanding p o p u la ­
t io n ,  due in  part to  im m igration , provided lab o r and an  expanded m arke t. 
Many in v e n tio n s , c a p ita l  provided by p rofits  of b u s in e s s ,  and sav in g s  of 
th e  w ealthy  gave m eans to  rap id  e x p an s io n . C om petition  in c re a s e d , and 
to  p ro tec t th e ir  in v es tm en t, many com panies cu t p rices  to  ga in  more 
s a le s  in  an  a ttem pt to  produce a t fu ll c a p a c ity . Strong com panies 
o p e ra ted  a t a  lo s s  u n til w eaker on es w ere forced  out of b u s in e s s .
8I b i d . . p .  270.
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Some firms co lluded  to  "fix p r ic e s ,  d iv id e  the m arket and  con tro l
q
p ro d u c tio n ."  M onopolistic  com b inations ap p ea red  in  various in d u s ­
tr ie s  during th e  la t te r  part of th e  n in e teen th  cen tu ry . T hese com bina­
tio n s  th rea ten ed  the  pocketbooks of th e  consum ers a s  w e ll a s  sm all 
b u s in e ss  firm s.
The law  in  po licy  had b e e n  in  favor of com petition  and a g a in s t 
monopoly from i ts  b eg inn ing , bu t th e  common law  w as in ad eq u a te  to  
rem edy the  problem s brought o n  by a  v a s t  econom ic c h a n g e . W hile  the  
courts under th e  common law d id  not en fo rce  c o n tra c ts  in  re s tra in t of 
tra d e , they  did not p reven t th e  p a r tie s  from carry ing  ou t su ch  a c o n tra c t. 
Fear of the  th rea t of econom ic co n tro l by m onopolies c a u se d  th e  pub lic  
to  dem and new law s to  in su re  c o m p e titio n . Not only w ere  m onopolistic  
com binations w e ll e s ta b lish e d  in  som e in d u s tr ie s ,  th e re  w as an 
im pending th re a t of m onopolies in  o th er in d u s t r ie s .
L a issez  fa ire  w as no lo n g er w o rk a b le . In  re sp o n se  to  th e  changing 
nature  of th e  econom y, s ta te  le g is la tu re s  and th e  fed e ra l governm ent 
p a s s e d  "an titru s t l a w s ."  The trea tm en t o f a n titru s t law s in  th is  study 
is  lim ited  to  th e  major federa l l a w s . The s ta te  law s a re  not un im portan t. 
On th e  co n tra ry , th e  various s ta te s  have  e n ac te d  many such  la w s . In 
f a c t ,  the  s ta te s  e n a c te d  the f i r s t  of th e s e  la w s .
The courts have found th a t  "v io la tio n s  of th e  a n titru s t law s by 
concerns large  enough to  make th e ir  conduct of g e n e ra l in te re s t  have
^ Ib id . , p .  271.
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su ffic ien t in flu en ce  upon in te rs ta te  com m erce , over w hich  th e  fed e ra l 
governm ent is  g iven  con tro l by th e  C o n s titu tio n , to  make th e  federal 
law s a p p lic a b le . "*® A lso , the  fed e ra l law s co n ta in  m ost of w hat is  
im portant in  th e  s ta te  la w s . B u s in e s s e s , a t  t im e s , have found them ­
s e lv e s  h a ra s s e d  in  c e r ta in  s ta te s  for a c ts  w hich  a re  to le ra te d  or even 
requ ired  in  o th e r s t a te s .  H ow ever, federa l a n titru s t  law  enforcem ent 
i s  co n sid ered  th e  m ost im portant con tro l of b u s in e s s .
b .  The Sherm an A ntitrust Law: The Sherm an Law of 1890 w as 
th e  f irs t  fed e ra l a n titru s t le g is la t io n . Dem and for th is  ty p e  of le g is la tio n  
a ro se  from w id esp read  and vehem ent in s is te n c e  th a t a law  be p a s se d  to  
con tro l com petition  re s tr ic tio n  of in d u s try . The co n cen tra tio n  of 
in d u s tr ia l  pow er w as supposed ly  tak in g  advan tage  of th e  sm all p ro ­
ducer and th e  consum er.**  This a c t se rv es  a s  th e  leg a l backbone for 
a l l  le g is la t io n  in  th e  a n titru s t f ie ld . W ith  c e r ta in  e x c e p tio n s , s u b s e ­
quen t law s in  th is  f ie ld  are  in tended  to  supplem ent and c la r ify , ra th e r 
th a n  su p p la n t, th e  Sherm an Law.
This law  d e c la re s :
Every c o n tra c t, com bination  in  th e  form of t ru s t  or 
o th e rw ise , or co n sp irac y ,in  re s tra in t  o f trad e  or comm erce 
among th e  se v e ra l S ta te s  . . .  and  every  p e rso n  who sh a ll
* ^ D exter M erriam  K4ezer and S tacy  M ay , The Public  C ontro l of 
B u sin ess  (New York: H arper & B ro th ers , P u b lish e rs , 1930), p . 14.
**Ib id ,  p .  18.
m onopolize, o r a ttem pt to  m onopo lize , o r  com bine or co n sp ire  
w ith  any o ther person  or p e rs o n s , to  m onopolize any  part of 
th e  trad e  or com m erce among the  se v e ra l s ta te s  . . . sh a ll 
be  deem ed gu ilty  of a  m isdem eanor, and on c o n v ic tio n  
th e re o f , sh a ll be pun ished  by  fine not exceed ing  five 
th o u san d  d o lla rs , or by im prisonm ent no t ex ceed ing  one 
y e a r , or by bo th  sa id  p u n ish m en ts , in  th e  d isc re tio n  of 
th e  c o u r t s .12
C hannels and m ethods of p rocedure  for en forcem ent are  o u tlin ed  
under th e  a c t .  One p rov ision  of th e  a c t p rov ides th a t  any  property  th a t 
is  moved in  in te rs ta te  commerce in  v io la tio n  of th e  a c t may be s e iz e d  
a s  con traband  by a u th o r i t ie s . Any person  who su ffe rs b e c a u se  of such  
v io la tio n s  is  e n title d  to reco v er dam ages from th e  v io la to r .
D e c is io n s  by m anagers w ere a ffec ted  in  various w ay s under the  
Sherm an A ct. W ithout a d o u b t, many firm s d id  not com bine or a ttem pt 
to  com bine for fear o f v io la ting  th e  a c t . During th e  f irs t  two d ecad es  
of th e  e x is te n c e  of th e  a c t ,  i t  w as very  s tr ic t ly  in te rp re ted  and a ll  
p e rso n s or firms combining in  re s tra in t of tra d e  and brought to  court 
under th e  a c t were co n v ic ted  if  proved g u il ty . Thus th e  a c t had  th e  
e ffec t of modifying re s tra in t of tra d e  d e c is io n s , and in  som e c a s e s , 
rev e rs in g  them . In th is  s i tu a t io n , the  law  h ad  a p o s t e ffec t on 
m anagerial d e c is io n s , ra th e r th an  a  prior e f f e c t .
The Sherman Act condem ns "every co n trac t"  in  re s tra in t  o f t ra d e .
The term  "every con tract" i s  a ll  in c lu s iv e . T h u s, if  th e  s ta tu te  w ere 
in te rp re ted  l i te ra l ly ,  p rac tica lly  every  c o n tra c t w hich  le s s e n s  com petition
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w ould  b e  deem ed i l le g a l  in  in te rs ta te  com m erce. The co u rts  la te r  
a p p lie d  th e  "ru le  of rea so n "  by holding th a t re s tra in ts  p roh ib ited  m ust 
be  u n re a so n a b le . The Sherm an Act is  g en era l and  sw ee p in g . S ince 
p a rtic u la r  a c ts  on th e  part of in d iv idua ls and  firms and  sp e c if ic  
c o n tra c ts  w ere  not d e fin ed , the  prov isions had  to  be in te rp re te d .
In h is  op in ion  in  the  S tandard  Oil C a se  221 U . S .  1(1911), Ju s tic e  
W hite  s ta te d  th a t s in c e  th e re  w as no s tandard  sp e c if ie d , th e  Sherm an 
Law con tem pla ted  and requ ired  o n e . The stan d ard  w as th e  ru le  of 
re a so n  w hich ap p lied  in  common law . Ju s tic e  W hite  h e ld  th is  v iew poin t 
a lth o u g h  th e re  i s  no federa l common law  a s id e  from th e  m aritine  la w .
M r. Ju s tic e  S tone affirm ed the  "rule of reaso n "  view  in  U nited  
S ta te s  v .  T renton P o tte r ie s , 27-3 U . S . 392 , 1927. In upholding th is  
v ie w , Ju s tic e  S tone s a id ,  "The e s se n c e  of th e  law  is  in ju ry  to  th e  pub lic ; 
i t  i s  on ly  an undue and un reasonab le  re s tra in t o f trad e  th a t h as such an  
e ffe c t and  i t  deem ed to  be un law fu l. ^
T h u s, follow ing th is  re a so n in g , if  one party  s e l ls  a going  b u s in e s s  
to  ano ther and  th e  s e l le r  and buyer agree  th a t th e  s e l le r  w il l  not en te r 
in to  a lik e  b u s in e s s  w ith in  a ce rta in  area  and period  of t im e , the  buyer 
c an  ho ld  th e  s e l le r  to  th e  b a rg a in . H ow ever, w hen a firm o r firms 
a ttem p t to  p reven t com petito rs from entering  in to  a m arket i t  can  re s u lt
13Jam es L. H ough te ling , J r . ,  and  G eorge G . P ie rc e , The Legal 
Environm ent of B u sin ess  (New York: H arcourt, Brace and W o rld , Inc .), 
1963), p . 812 .
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in  a  v io la tio n  of th e  Sherm an Act even though th e  firms do no t ex c lu d e  
com petito rs from th e  m arke t.
The A m erican Tobacco C om pany, L iggett and M yers T obacco 
C om pany, R. J .  Reynolds Tobacco C om pany, and o th e r s ,  w ere  charged  
and co n v ic ted  of crim inal v io la tio n s under S ec tio n s 1 and 2 of th e  
Sherm an A ct. In  Am erican Tobacco Company v . U n ited  S ta te s  328 U . S .  
781 (1946), Ju s tic e  Burton of the  Supreme C ourt s ta te d  th a t th e  G overn ­
m ent had in troduced  ev idence  th a t ,  even  though th e  to b acco  com pan ies 
and o th ers  had  not en te red  in to  a w ritten  ag reem en t, i t  w as c le a r  th a t 
th ey  tr ie d  to  exclude  com petito rs from th e  to b ac co  m ark e t. I t  ap p ea red  
th a t  some of th e  d efendan ts re fu sed  to  pu rchase  to b acco  on th e  m arkets 
u n le s s  th e  o th er defendan ts w ere p re se n t. W hen new to b ac co  m arkets 
w ere  opened ,none of the  defendan ts w ould p a rtic ip a te  u n le s s  th e  o th ers  
p a r t ic ip a te d . As a  r e s u l t ,  th e  m arkets fa iled  due to  th e  a b se n c e  of 
b u y e rs . New to b ac co  m arkets w ere determ ined by th e  defendan t to b acco  
com pan ies in  unanim ous c o n se n t.
Ju s tic e  Burton s ta te d  th a t the  q u es tio n  before th e  court w as 
w h e th er a c tu a l e x c lu s io n  of com petitors w as n e c e ssa ry  to  v io la te  th e  
Sherm an Law . The Ju s tic e  answ ered  th e  q u estio n  by say ing  th a t  no 
form al ag reem ent w as n e c e ssa ry  to  e s ta b lis h  unlaw ful c o n sp ira c y . In 
upholding th e  d e c is io n  of th e  low er c o u rt, Ju s tic e  Burton sa id :
W here th e  c ircu m stan ces a re  such  a s  to  w arran t a ju ry  
in  finding th a t  th e  co n sp ira to rs  had  a unity  o f purpose or a 
common d e s ig n  and u n d ers tan d in g , or a m eeting of m inds in  
an  un law fu l a rrangem en t, th e  c o n c lu sio n  th a t a  c o n sp irac y
i s  e s ta b lis h e d  is  ju s t i f ie d .  N either proof or exertion  of 
th e  pow er to  ex c lu d e  nor proof of ac tu a l e x c lu s io n  of 
e x is tin g  or p o te n tia l com petito rs is  e s s e n t ia l  to  su s ta in  
a  charge  of m onopolization  under the Sherman A c t.
From th is  app roach  to  th e  problem , a d ec is io n  by a group of
firm s w as overtu rned  by the  c o u r ts .  The Sherman Act does no t apply
only  to  la rg e  firm s or to  c a s e s  w here th e  public a t la rg e  might be
inj u re d .
In K lo r 's ,  I n c .  v .  B roadw ay-H ale S to re s , I n c . ,  359 U . S . 207 
(1959), se v e ra l a p p lia n c e  com panies en tered  in to  an agreem ent w ith  
The Broadway s to re  to  s e l l  th e  s to re  te le v is io n s , to a s te r s ,  re f r ig e ra to rs , 
and o th er a p p lia n c e s  a t  p rice s  considerab ly  lower th an  th e  p r ic e s  th e y  
charged  K lor's I n c . , a  next door s to re .  Klor charged th e  p a rtie s  w ith  
co n sp iracy  to  re s tra in  trad e  and m onopolize com m erce. The m anu­
fac tu ring  com pan ies d id  not deny th e  a lle g a tio n s , but sought d ism is sa l  
of th e  c a se  on  th e  ground of la c k  of cau se  of com plain t. The low er 
■Court found for th e  d e fe n d a n ts . On appea l to  th e  Supreme C o u rt, th e  
Ju s tic e  fe lt th a t  th e  a lle g a tio n s  made by Klor w ere indeed  one type  of 
re s tra in t  w hich  w as forb idden by th e  Sherman A ct. The d e fe n d a n ts ' a c t 
made i t  im p o ss ib le  for Klor to  p u rch ase  goods co m p e titiv e ly . This type  
of a c tio n  in te rfe rre d  w ith  in te rs ta te  commerce and the Ju s tic e  fe lt  th a t  
i t  cou ld  not be  to le ra te d  ju s t  b e c a u se  th e  victim  w as one sm all m erchant 
w hose  d e s tru c tio n  w ould  make l i t t le  d ifference in  com m erce.
In th is  s i tu a tio n  th e  Sherm an Act had l i t t le  e ffec t on th e  d e c is io n s  
of th e  a p p lian c e  m anufacturers prior to  the c a s e .  They presum ably  fe lt
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th e  a c t  did not apply  s in c e  th e re  w as no "pub lic"  in ju ry . The in ju n c tio n  
is s u e d  rev e rse d  prior d e c is io n s  and m ost probably a ffec ted  fu tu re  d e c i“  
s io n s  on p ric ing  p r a c t ic e s .
An in te r s ta te  c la u se  in  the  U . S .  C o n stitu tio n  brought on r e s t r ic ­
tiv e  in te rp re ta t io n s , th u s  making early  d e c is io n s  under the  Sherm an Act 
in ap p lica b le  to  m anufacturing e n te rp r is e s . M anagers in  th is  type  of 
industry  w ere  a b le  to  make d e c is io n s  w ithout regard  to  the  c o n s e ­
qu en ces of th e  a c t .  H ow ever, in  a 1937 d e c is io n  (NLRB v . Jones and 
Laughlin S te e l C o rp . 301 U . S . 1), th e  Suprem e Court lib e ra liz e d  i t s  
view  tow ard  th e  pow er of C ongress to  regu la te  com m erce. As a r e s u l t ,  
m anufacturers now come w ith in  th e  scope of th e  a c t .
The a c t  w as c r i t ic iz e d  b ecau se  it  o ffered  no c iv il  rem edy to  
pe rso n s who had  su ffe red  dam ages from m onopolistic  p ra c t ic e s .  L ittle  
w as done under th e  a c t  to  p reven t p ra c tic e s  w hich  had  te n d e n c ie s  to  
le s s e n  co m p e titio n . There w ere p ro b ab ilitie s  o f a c tu a l p ra c tic e s  w hich  
m ight le a d  to  d e s tru c tio n  of com petition  a lthough  fa lling  sh o rt of a c tu a l 
m onopolies or c o m b in a tio n s . As th e  a c t w as in te rp re te d , it  d id  not 
app ly  to  su ch  s i tu a t io n s .
S ince  th e  term s of th e  a c t w ere  v a g u e , C o ng ress ex p ec ted  th e  
dourts to  de term ine  w hat a ttem pts to  m onopolize w ere u n fa ir . The 
Courts found d ifficu lty  in  defin ing  th e  vague term s of the  a c t . As a  
re s u lt  of th is  am b ig u ity , many m anagers w ere u n certa in  as to  the  le g a l 
im p lica tio n s of th e ir  d e c is io n s . It w as fe lt  th a t C ongress shou ld  o u tlin e
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in  c le a r ly  d e fin ed  term s ju s t  w hat i t  considered  a th rea t to  c o m p e titio n . 
In d u s tria l le a d e rs  fe lt th a t  th ey  need ed  to g e t some c le a r  u n d e rs tan d in g  
w hat w ould  be  c o n sid e re d  v io la tio n s  of the a c t .  Many c r i t ic s  a rg u ed  
th a t th e  Sherm an Act c re a te d  more problem s th an  i t  so lv ed .
The foregoing  fac to rs  w ere  among th o se  behind th e  am endm ent 
of th e  Sherm an Act a fte r  i t  had becom e evident th a t the  a c t w as not 
bringing  ab o u t th e  re s u l ts  th a t had  b een  e x p ec te d . *4
c . The C lay to n  A c t. In  an  effort to c le a r  up confusion  and  to  
e ffe c tiv e ly  check  un fa ir trad e  p ra d tic e s  and re s tra in t o f trad e  a g re e ­
m en ts , C o n g re ss , in  1914, e n ac te d  th e  C layton  A ct. This a c t ,  e n t i t le d ,  
"An Act to  supp lem ent e x is tin g  law s a g a in s t unlaw ful re s tra in ts  and 
m o nopo lies, and  for o th er p u rp o s e s ,"  w as an  effort to  supplem ent th e  
Sherm an L aw . Some of th e  more p ertin en t se c tio n s  w ill be covered  in  
th is  s e c t io n .
S ec tio n  2 o f th e  C lay ton  Act-m ade it unlaw ful for anyone to  d i s ­
crim inate  in  p r ic e s  be tw een  d iffe ren t pu rchasers .or com m odities w h ere  
such  p ra c tic e s  may " su b s ta n tia lly  le s s e n  com petition  or ten d  to  c re a te  
a m onopoly in  any lin e  of com m erce."  D iscrim ination  may be  a llo w e d  
in  p ric e s  w hen  th e re  are  d iffe ren ces in  the q u a n tity , q u a lity , or g rad e  
of th e  com m odity s o ld . A llow ances can  a lso  be made for d iffe re n c e s  in  
"co s t of se llin g  or tra n s p o rta tio n ."  D ifferences cpuld a lso  be  m ade in
14I b i d . , p .  810.
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th e  sam e or d iffe ren t comm unity if  the  d iffe ren ce  w as made to  m eet 
co m p e titio n . N othing in  th e  a c t p roh ib its  a  s e l le r  from se le c tin g  h is  
own custom ers  in  genu ine  tra n sa c tio n s  and if  not in  re s tra in t o f t r a d e .
U nder s e c tio n  3 o f th e  a c t ,  one canno t law fully  require  a  c u s -  
tom er to  h an d le  h is  goods so le ly  a s  a con d itio n  of s a le ,  l e a s e ,  or 
p ric in g , w here  th e  tra n s a c tio n  w ould su b s ta n tia lly  le s s e n  com petition  
or ten d  to  c re a te  a m onopoly. S ec tion  7 of th e  C lay ton  Act p roh ib its  a 
co rpora tion  en g ag ed  in  in te rs ta te  comm erce from acquiring  th e  s to ck s  
or a s s e t s ,  d ire c tly  or in d ire c tly , of ano ther co rporation  if  su ch  a c tio n  
w ould le s s e n  co m p etitio n  or ten d  to  c re a te  a m onopoly. This p rov is ion  
does not app ly  i f  th e  s to c k s  or a s s e t s  so  acq u ired  are for investm en t 
p u rp o se s , and  i f  th e  pu rchasing  co rpo ra tion  does not p reven t su b ­
s id ia ry  co rp o ra tio n s  from forming to  a c tu a lly  carry  out th e  law fu l 
b u s in e s s  of th e  paren t com pany—provided  su ch  tra n sa c tio n s  do not 
s u b s ta n tia lly  l e s s e n  co m petition .
U nder th e  C lay to n  Act a  su it  can  be brought a g a in s t a p a rtic u la r  
com pany w ith o u t proof of m onopoly or c o n sp ira c y , w hereas under th e  
Sherm an Law, th e  com plainan t had  to  show monopoly or un fair p ra c t ic e s .  
Although th e  C lay to n  Act did sp e ll  out c e r ta in  unlaw ful p ra c t ic e s , i t  did 
not s p e c if ic a lly  define  " su b s ta n tia lly  le s s e n "  and "co m p e titio n ."  
C o ng ress d id  a llow  th e  Ju s tic e  D epartm ent more la titu d e  in  p ro tec ting  
th e  c o n su m e r 's  in te r e s t .  A lthough c e rta in  m onopolistic  te n d e n c ie s  w ere 
curbed  under th e  C lay to n  A c t, many d iscrim inato ry  p ricing  p ra c tic e s  co n ­
tinued  .
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The q u e s tio n  of how th is  a c t a ffec ted  m anagerial d e c is io n s  may 
be answ ered  in  th e  sam e g en era l w ay a s  w as the  e ffec t under the  
Sherm an A ct. P rim arily , u n certa in ty  of w hich  p rac tic e s  w ould  be 
a llow ed  w as a lw ay s p re s e n t.  Further a l l  th e  e ffec ts  are  s t i l l  not known 
and  perhaps w ill  n ever be  know n. For in s ta n c e , c o n s id e r th e  follow ing 
c a s e .
It w as though t th a t  S ec tio n  7 of th e  C lay ton  Act d ea lt w ith  h o ri­
z o n ta l a c q u is itio n s ; how ever, th e  Suprem e Court he ld  in  U . S . v . E . I .  
duPont de Nem ours & C o . ,  e t a l .  353 U . S .  586 (1957), th a t th a t 
se c tio n  of the  a c t  a p p lied  to  v e r tic a l a cq u is itio n s  a s  w e ll. During 
1917-1919 , duPont p u rch ased  a  23 per cen t stock  in te re s t in  G enera l 
M o to rs . The a c tio n  on th is  c a s e  did  not beg in  un til 1949, and no 
d e c is io n  by th e  Suprem e C ourt w as reached  un til e igh t years  la te r .
By th is  d e c is io n  a g a in s t du Pont th e  C ourt ex tended  the  C lay to n  Act 
in  th re e  w ay s: (1) S ec tio n  7 w as h e ld  to  apply  to  v e r tic a l a c q u is i t io n s ,
(2) The governm ent w as  not p rec luded  from bringing su it a t any tim e 
a fte r  a c q u is i tio n  i s  made if  a  th re a t of res tra in in g  trad e  becom es e v i­
d e n t, (3) The C ourt e s ta b lis h e d  th e  " re la tiv e  m arket" for th e  c a s e .
The C ourt h e ld  th a t th e  re le v a n t m arket w as for au to  f in ish e s  and 
fa b r ic s ,  and not f in ish e s  and fab ric s  for a l l  in d u s tria l p u rp o se s . How­
e v e r , one  y e a r  e a r l ie r ,  th e  C ourt he ld  th a t du Pont did not v io la te  the  
Sherm an Act a lthough  i t  p roduced a much g rea te r p e rcen tag e  of to ta l  
c e llo p h an e  th a n  it  d id  th e  au to  f in ish e s  and fa b r ic s . I t w as th e  op in ion
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of th e  court in  th e  Sherm an d e c is io n  th a t th e  re lev an t m arket w as not 
c e llo p h a n e , bu t w rapping m a te ria l, and  ce llophane  acco u n ted  for only 
a  sm all sh a re  o f th a t  m arket.
From th e  du Pont c a s e  under th e  C lay ton  A ct, th ree  u n c e rta in tie s  
of th e  fu ture a n ti tru s t  law  environm ent probably w ill a ffec t d e c is io n s :
(1) u n certa in ty  o f  re le v a n t m arket, (2) p e rcen tag e  of ow nersh ip ,
(3) sh a re  o f th e  m arke t.
M any m anagers took  advan tage  of th e  p rice  c o n c e ss io n s  a llow ed  
for d iffe ren ces in  q u a n tity . As in te rp re ted  by the  Ju d ic ia ry , th e re  w as 
no lim it upon th e  d iffe ren tia ls  w hich  w ere perm itted  b e ca u se  of d iffe r­
e n ce s  in  q u a n tity . It w as understood  th a t th is  se c tio n  perm itted  a l l  
d iffe ren ces  if su c h  w ere  made to  m eet com petition . This had  the  e ffec t 
of " lic e n s in g  o p p re s s iv e  re ta lia tio n ."* ®
The C lay to n  Act su ffe red  from some of th e  sam e shortcom ings a s  
th e  Sherm an A ct— n am ely , g en e ra l and  undefined  term s and various 
in te rp re ta tio n s  by th e  'd o u r ts . W hile  th e  C lay ton  Act d id  su c ce ed  in  
keep ing  som e m onopo listic  te n d e n c ie s  in  c h e c k , i t  w as none too  e ffe c ­
t iv e  in  curbing d isc rim ina to ry  p ric ing  p r a c t ic e s . The a c t made no a ttem p t 
to  reg u la te  p rice  d isc rim in a tio n  in  th e  form of r e b a te s , a llo w a n c e s , free
^ R o b e r t W . H a rb eso n , "The C lay ton  Act: S leeping  G ian t of 
A n titru s t? "  A m erican Econom ic R ev iew , Vol. 48 , N o. 1, M arch , 1958, 
p p . 9 2 -1 0 4 .
Ifi H onorable Robert E. F reer, "In troduction  to  S ec tion  2 ,"  R obinson- 
Patm an Act Sym posium  (New York: Com merce C learing  H o u se , I n c . , 1946),
p . 10.
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ad v ertis in g  and d e m o n s tra tio n s . It becam e apparen t th a t th o se
in ad e q u ac ie s  made the  a c t unable to  con tro l ce rta in  d isc rim in a to ry
p ric ing  p r a c t ic e s .
It w as fe lt th a t  "c la rif ic a tio n  and enlargem ent o f th e  m oral
p rin c ip le s  o f S ec tio n  2 of th e  C lay ton  Act by way of a  new law  w as
w orthy of t r i a l .  " The R obinson-Patm an Act w as C o n g re s s 's  re sp o n se  
17to  th is  dem and.
d . The R obinson-Patm an Act (R-P A ct). The R-P Act m ade se v e ra l 
im portant ch an g e s  in  th e  pricing  s e c tio n  of th e  C lay ton  A ct. S ec tio n  2(a) 
of th e  R-P Act in  am ending S ec tio n  2 of th e  C lay ton  Act perm itted  q u an ­
t ity  d isc o u n ts  p rovided a c tu a l econom ies could  be show n in  th e  m anu­
fa c tu re , s a l e ,  or de livery  o f th e  g o o d s. Pricing c o n c e ss io n s  w ere  a ls o  
a llow ed  for c e r ta in  ty p es  of goods su ch  a s  p e rish ab le  or s tr e s s  g o o d s , 
provided  su c h  a llo w an ces  a re  made in  good fa ith .
In  an  effo rt to  curb c e rta in  p ra c tic e s  th a t w ere  d e s ig n ed  to  c ircum ­
ven t th e  C lay to n  A ct, S ec tio n  2(a) m ade i t  unlaw ful to  pay  or a cc ep t 
paym ent for any a llo w a n c e s , d is c o u n ts , or o ther fe e s  e x ce p t for th o se  
s e rv ic e s  a c tu a lly  e a rn e d . U nder S ec tion  2(d) i t  i s  un law ful "for any 
p e rso n  . . .  to  pay  . . .  for any se rv ic e s  or fa c i l i t ie s  fu rn ished  . . .  u n le ss  
su ch  paym ent i s  a v a ila b le  on p roportiona te ly  eq u a l term s to  a l l  . . .  
custom ers com peting in  th e  d is tr ib u tio n  of such  p roducts or c o m m o d itie s ."
*7I b i d . , p .  11.
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S e c tio n  2(e) made i t  un law ful for a s e l le r  se llin g  com m odities for re s a le  
to  fu rn ish  s e rv ic e s  and  fa c i l i t ie s  to  one buyer u n le ss  such  s e rv ic e s  a re  
o ffered  to  a l l  buyers on th e  sam e te rm s .
The R-P Act c e rta in ly  seem s to  have had th e  e ffec t o f m aking com ­
p e tit io n  more e q u ita b le , e sp e c ia l ly  among la rge  and  sm all r e t a i l e r s .
M any o f th e  s e l le r s  d isco n tin u ed  ce rta in  d isco u n ts  and  a llo w a n c e s  and 
brought th e ir  q u an tity  d isc o u n ts  in  lin e  w ith  sav in g s from s a le s  in  
q u a n tity  l o t s . Some m odifica tions may have been  to  the  de trim en t of 
m ass b u y e r s . For th e  f ir s t  t im e , many of th e s e  buyers w ere  d ep riv ed  
o f a d v e rtis in g  a llo w a n c e s . T hese a llo w an ces c o n s titu ted  one of th e  
m ain so u rc e s  of incom e. The p o sitio n  of w h o le sa le rs  who se rv e  th e  
in d ep en d en t m erchan ts h a s  becom e stronger under th e  a c t .  N o n a ffilia ted  
w h o le sa le rs  have b e n e fite d  re la tiv e  to  the  v o lu n ta ry -ch a in s  who a re
19w h o le sa le r-s p o n so re d  and now a re  deprived of some buying a d v a n ta g e s .
Ju s t Wihat th e  u ltim ate  e ffec t of th e  R-P Act w ill  have  on th e  
r e la tiv e  p o s itio n s  of th e  v a rio u s e lem ents of the  d is tr ib u tiv e  fu n c tio n  
i s  u n c e r ta in , bu t a s  Beckman and D avidson point o u t ,  "It may be s a id  
„with c e r ta in ty  th a t th u s  far th e  opera tion  of the  Act seem s to  be in  th e  
d ire c tio n  of a tta in in g  a h igher degree of equ ity  in  th a t  p rice  sc h e d u le s
*®Theodore N . Beckman and W illiam  R. D av idson , M a rk e tin g ,
7 th  Ed. (New York: The Ronald P ress  Com pany, 1962), p . 827 .
19I b i d . . p . 828 .
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seem  to  be  more ca re fu lly  a ttuned  to  d ifferences in  c o s t of d is tr ib u tio n
20th a n  b e fo re  th e  enac tm en t of th is  le g is la t io n ."
P e rh ap s every  n a tio n a l a d v e rtis e r  h a s  at som e tim e v io la ted  th e  
an ti-m o n o p o ly  la w s . "In some re s p e c ts  th e  R-P am endm ent i s  lik e  
p ro h ib itio n . Some a d v e rtis e rs  have lea rn ed  to l iv e  w ith  i t ,  o thers 
sim ply flo u t i t , and  m ost carry  th e  know ledge th a t  the  F ed era l Trade 
C om m ission  (FTC) cou ld  g e t them  a t any tim e it w ish e d . Some 
v io la to rs  may be g lad  w hen they  are  c ite d  by the  FTC. The FTC may 
stop  p r ic e  c o n c e ss io n s  w hen the  m anufacturer d id  not w an t to  g ran t them  
an y w ay . Or a m anufacturer cou ld  find th e  a c t u se fu l in  denying re ta i le rs  
d isc o u n ts  and a llo w a n c e s . They could  re fu se  on the  grounds th a t i t  
might v io la te  th e  a c t ,  w hen in  f a c t ,  they  did not w ant to  g ran t the  
a llo w a n c e s  in  th e  f irs t p la c e .
A lthough th e re  h a s  not b een  any a lte ra tio n  in  the  w ording of th e  
R obinson-P atm an  A ct, th e re  have b een  in  e ffe c t, th ree  d iffe ren t R-P 
law s b rought about by FTC and c o u rt in te rp re ta tio n s . In  the  early  y e a r s ,  
th e re  w a s  lim ited  en fo rcem en t, but during th e  m iddle and  la te  1940 's 
th e re  w a s  s tr ic t  to  ra d ic a l en forcem ent. During th is  tim e a lm ost a l l  
p rice  d if fe re n tia ls  w ere  i l l e g a l . M anagem ent cou ld  not make even  th e
20lb id .
O  1
"R obinson-Patm an Act: It D em ands a C lo se r  Look N ow ,"  
P r in te r 's  In k , V ol. 277 , N o. 3 , O ctober 2 0 , 1961, pp . 2 2 -2 7 .
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sm a lle s t p rice  c o n c e ss io n  w ithout i t  becom ing i l le g a l  a u to m a tic a lly .
During th e  1950 's th e  c o u rts  and the  FTC w ere more rea so n a b le  and 
tem pera te  in  th e ir  in te r p r e ta t io n s .^
U n til th e  y ear th e  R obinson-Patm an Act w as p a s s e d ,  the  Ju s tic e  
D epartm ent w as re sp o n s ib le  for p rosecu ting  v io la to rs  under th e  a n t i ­
t ru s t  law s . In  1914, th e  F edera l Trade C om m ission becam e th e  "w atch  
dog" for th e  p u b lic .
e .  The F edera l Trade C om m ission A ct. This a c t s e t  up th e  
F edera l Trade C om m ission  (FTC) w hereby th e  C o ngress d e le g a te d  som e 
o f th e  Ju s tic e  D ep artm en t's  au tho rity  to  th e  C om m ission . T hus, 
m achinery w a s  s e t  up not only to  po lice  th e  a n titru s t law s bu t th e  
C om m ission  w as g iven  con tro l over "unfair m ethods of c o m p e titio n ."
U nder th is  a c t ,  b u s in e s s e s  have to  give to  th e  C om m ission , upon 
re q u e s t ,  rep o rts  and inform ation  concerning th e  o rg a n iz a tio n , p ra c t ic e s ,  
and  c o n d u c t, o f th e ir  o pera tions .^3
Through su b seq u e n t a c ts  and lib e ra l in te rp re ta tio n  by th e  ju d ic ia ry , 
th e  l i s t  of un fa ir trad e  p ra c tic e s  over w ith  the  FTC h a s  con tro l a re  
co n tin u a lly  e x p an d in g . The C om m ission had i t s  main s u c c e s s  in  c a s e s  
of " fa lse  a d v e rtis in g "  and m isbranding . In  1931, th e  Suprem e C ourt
22W . D avid R obb ins, "A M arketing A ppraisal of th e  R ob inson- 
Patm an A c t,"Jo u rn a l,o fJM ark e tin g ., Vol. 2 4 , N o. 1, Ju ly , 1959, p p . 1 5 -2 1 .
23The F edera l A n titru st Laws (New York: Commerce C learin g  H o u se , 
1949), p . 28 .
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ru led  th a t th e  C om m ission  s to p  proceeding  in  c e rta in  c a s e s  w hen  no 
in ju ry  to  com petition  w as show n. The Court acknow ledged  th a t in  
some in s ta n c e s  th e  consum er might be  in ju red , but s in c e  i t  invo lved  
no in ju ry  to  c o m p e titio n , th e  FTC had no a u th o rity . In  1938, th e  FTC 
Act w as am ended by th e  W h ee le r-L ea  A ct. The la t te r  a c t sp e c if ie d  
unfair or d e c e p tiv e  p ra c tic e s  or a c ts  in  com m erce, th u s  leav ing  th e  FTC 
free  to  p ro ceed  w ithou t regard  to  com petition .
The F edera l Trade C om m ission Act w as p a s se d  to  make un fa ir 
m ethods of co m p etitio n  and un fair trad e  p ra c tic e s  and d ecep tiv e  a c ts  
u n law fu l. W hat m ethods are  co n sid e red  to  be  un fa ir a re  not d e fin e d .
To a g rea t e x te n t i t  is  up to  th e  FTC to  determ ine w hat is  u n fa ir . S ince  
the  FTC is  an  ad m in is tra tiv e  body , i ts  ru les  have th e  force of la w .
It i s  tru e  th a t  th e  ru lin g s  of th e  C om m ission are su b je c t to  rev iew  by 
th e  co u rts ; p ro ced u res  a re  com plex and tim e consum ing and cou rts  
u su a lly  uphold  an  ad m in is tra tiv e  "o rder. "24
The b u s in e ssm a n  is  faced  w ith  uncerta in ty  in  a lm ost any d e c is io n  
he m akes regard ing  a d v e r tis in g , p rice  c o n c e s s io n s , and o ther p ra c tic e s  
u n le s s  he g e ts  prior a c c e p ta n c e  from th e  FTC. And if  th e  FTC does not 
undertake  to  sp ec ify  w hat p ra c t ic e s ,  item  by ite m , are  co n sid e red  
"u n fa ir ,"  th e  b u s in e ssm a n  w ill  be le f t  w ithout g u id e lin e s  of w ha t is
^ D a n te  B. F a s c e l l ,  "The Problem  of C om plex ities and D elays in  
A dm in istra tive  Law and P ra c t ic e ,"  A dm inistrative Law B u lle tin , V ol. 12, 
F a ll, 1959, p .  6 .
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le g a l  and  w hat is  i l le g a l  under a n titru s t law s .25 i t  is  a p p a re n t from 
ex p erien ce  and e x is tin g  c ircu m stan ces  th a t th e  an ti-m onopo ly  law s 
w ill  con tinue  in  b road  g e n e ra l term s w hich cover a  h o st of u n sp e c if ie d  
trad e  p ra c tic e s  and c o n d itio n s .
S ince  i t  is  u n lik e ly  th a t C ongress w ill  u n d e rta k e 'to  sp ec ify  in  
each  and every  new le g is la t io n  sp e c if ic  tra d e s  p ra c tic e s  w h ich  a re  
lik e ly  to  come under th e  a n titru s t la w s , th e  b u s in e ssm e n  a re  not lik e ly  
to  enjoy  f le x ib il i ty  and  c e rta in ty  in  th e ir  trad e  p ra c t ic e s .  It i s  re c o g ­
n ized  th a t  th e re  n eed s to  be  much overhauling  in  th e  ad m in is tra tiv e  
a g e n c ie s  so  th a t  a fa irly  p red ic ta b le  p a tte rn  can  be  e s ta b l is h e d .  M r. 
Minow re a liz e d  th is  in  th e  F edera l C om m unication C om m ission . In  h is  
le t te r  to  P re s id en t Kennedy upon leaving  o ff ic e , M r. Minow p lead ed  
for uniform  and co h eren t p o l ic ie s . In  M r. M inow 's w o rd s , "The a d ­
m in is tra tiv e  p ro ce ss  i s  a n e v e r-n ev e r land  w hich  w e c a l l  q u a s i­
le g is la t iv e  and  q u a s i - ju d ic ia l .  The re su lts  a re  o ften  qua s i- s o lu t io n s
3 .  P rice  M ain tenance  Laws
In  in te r s ta te  com m erce w here m anufacturers s e l l  to  w h o le sa le rs  
and  r e ta i le r s ,  th e  p e rv a s iv e  function  of p ricing  h as to  be perform ed.
O C
E vere tte  M acIn ty re , "Resolving U n c e rta in tie s  under Our A n ti-  
M onopoly Laws through  A dm inistra tive  A c tio n ,"  The A dm in istra tive  Law 
R ev iew . V ol. 14, W in te r , 1 961 -62 , p . 137.
26 N ew ton N . M inow , "Suggestions for Im provem ent of th e  
A dm in istra tive  P r o c e s s .11 The A dm inistrative Law R ev iew . V ol. 15, 
Sum m er, 1963, p .  146. •
E xactly  how th e  re s a le  p rice  is  determ ine is  th e  re su lt of com plex 
c a lc u la t io n s . W ho shou ld  s e t  th e  re s a le  p rice  of m anufacturer b ran d ed  
a r t ic le s  has re s u lte d  in  many litig a tio n s  , and in te rp re ta tio n s  by th e  
co u rts  an d  th e  FTC. There a re  fed e ra l law s and many s ta te  law s th a t
m
app ly  to  re s a le  p rice  m a in ten an ce . An exam ination  of a l l  th e s e  law s 
i s  beyond th e  sco p e  o f th is  s tu d y . H ow ever, in  order to  g e t a b e tte r  
u nderstand ing  of th e s e  law s and  how they  a ffec t m anagerial d e c is io n  
m aking , c o n s id e ra tio n  w ill  be  g iv en  to  th e  developm ent of th e  law s in  
g e n e ra l .  P a rtic u la r  a tte n tio n  w ill  be  d irec ted  to  the M ille r-T yd ings an d  
th e  M cG uire A cts w ith  re fe ren c es  to  s ta te  law s for purpose of i l lu s t r a ­
t io n .
Prior to  1931 w hen th e  C a lifo rn ia  Fair Trade Law w as p a s s e d ,  
only one s ta te  had e n a c te d  a law  sp e c if ic a lly  perm itting  re s a le  p rice  
m a in ten an ce . New Je rse y  e n a c te d  such  a law  in  1 9 1 3 .^^ Throughout 
th e  h is to ry  of common la w , c o n sp ira c ie s  and agreem ents in  re s tra in t  o f 
trad e  w ere  c o n s id e re d  repugnan t to  public  p o lic y . The various a n ti t ru s t  
law s e x p re s s e d  th is  p o lic y . Through in te rp re ta tio n  of th e s e  la w s ,  many 
r e s a le  p ric ing  p ra c tic e s  have  b een  a tta c k e d . H ow ever, th e  i s s u e  h as  
not b e en  sq u a re ly  m et. Each is s u e  must be decided  upon in d iv id u a lly  
before  a b so lu te  c e rta in ty  can  e x is t .
^ E w a ld  T . G re th e r . P rice  C ontro l under Fair Trade L eg is la tio n  
(New York: O xford U n iv e rs ity  P r e s s ,  1939), p .  14.
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The Sherm an Law did not re fe r to  p rice  m ain tenance d ire c tly .
The C ourts h ad  to  ju d g e  w hether co n tra c ts  con tro lling  the re s a le  
p rice  w as w ith in  th e  purview  of th e  a c t .  The f ir s t  im portant c a s e s  
d e a lt w ith  p a te n t r ig h ts  and p ric in g . In  Bauer v . O 'D onnell (229 U . S .
1) 1913, th e  C ourt h e ld  th a t "The 'rig h t to u s e ' o f the  pa ten t law canno t 
be expanded to  in c lu d e  th e  righ t to  m aintain  re sa le  p rices  in  any w ay
op
not a llow ed  in  u n p a ten ted  a r t i c le s ." ^
Although th e  C lay to n  Act w as more sp e c if ic  in  p inpoin ting  i l le g a l  
p ra c t ic e s ,  i t  s t i l l  d id  not d ea l d irec tly  w ith th e  problem . H ow ever, th e  
co u rts  c o n s is te n tly  h e ld  th a t  a l l  c o n tra c ts  w ere  i l le g a l  if th e  s in g le  
purpose  w as to  co n tro l r e s a le  p r ic e s . The d e c is io n s  of the  cou rts  and 
th e  FTC he ld  th a t s p e c ia l  " fa ir  trad e"  le g is la tio n  had  to  be p a s se d  
before  re s a le  p rice  m ain tenance  c o n tra c ts  could  be leg a lly  en fo rc ed .
In 1931, The C a lifo rn ia  L eg isla tu re  en ac ted  a fa ir trad e  law  
w h ich  w as d e s ig n ed  to  p ro tec t " trade-m ark  o w n e rs , d is tr ib u to rs , and  
th e  pub lic  a g a in s t  p ra c tic e s  w hich  w ere  co n sid ered  in ju rious and 
uneconom ic . The law  w as am ended in  1933 to  in c lu d e  a n o n -s ig n o rs  
c la u s e .  The Suprem e C ourt ru led  the  law  c o n s titu tio n a l, and many s ta te s  
soon  adop ted  s im ila r la w s .  Not a l l  s ta te s  p a s s e d  such  la w s , and some 
p a s s e d  them  w ith o u t th e  n o n -s ig n o rs  c la u s e .  T hese  f irs t  law s d e a lt
^ A lb e r t  H arin g , R e ta il P rice  C utting  and i ts  C ontrol by 
M anufactu rers (New York: The Ronald P re ss  C om pany, 1935), p p .
8 5 -8 6 .
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w ith  in tra s ta te  com m erce s in c e  th e  Sherm an Act had  dec lared  su ch  
co n trac ts  i l le g a l .  The U . S .  C ong ress  soon d e a lt w ith th e  problem .
a .  The M ille r-T yd ings A ct. This a c t ,  ini 1937, am ended the  
Sherm an Act to  make re s a le  p rice  m ain tenance  co n trac ts  leg a l w here 
such  law s w ere not p roh ib ited  by s ta te  la w s , common law , or pub lic  
p o lic y . This a c t a ls o  am ended S e c tio n  5 of th e  Federal Trade C om m is­
s io n  Act to  provide th a t v e r tic a l p ricing  agreem ents w ere le g a l .
The f irs t im portan t in te rp re ta tio n  of th e  M iller-T ydings Act 
cam e in  1950 w hen th e  Suprem e C ourt ru led  in  th e  c a se  o f Sunbean 
C orporation  v .  S . A. W en tling  185 F 2d 903 . This d e c is io n  h e ld  th a t 
th e  M ille r-T yd ings Act le g a liz e d  v e r t ic a l  p rice  agreem ents in  in te rs ta te  
com m erce only to  th e  ex ten t th a t such  co n trac ts  did not p lace  a  barrie r 
or undue burden  on in te r s ta te  com m erce. U nder th is  in te rp re ta tio n  th e  
fa ir  trad e  law s of a  s ta te  could  not fo rce re ta ile rs  w ith in  a s ta te  to 
ab ide  by th e  p rice  ag reem en ts  on s a le s  made by them  o u ts id e  th a t  
s t a t e .
Perhaps one of th e  m ost s ig n if ic a n t in te rp re ta tio n s  of th e  M ille r-  
Tydings Act invo lved  Schw egm ann B ros. v .  C a lvert D is t i l le r s ,  C orp .
341 U . S . 384 . Schw egm ann Brothers re fu sed  to  sign  a re s a le  p rice  
agreem ent w ith the  d is t il le ry  com pany. The company charged  th a t
Schw egm ann w as bound by th e  agreem ent even  though it did not sign
)
an ag reem en t. The Suprem e C ourt made it  c le a r  th a t  the  fed e ra l law  did 
not apply  in  e x p re ss ly  holding n o n -co n trac tin g  p a rtie s  to  such  agreem ents
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in  in te rs ta te  com m erce. (S u b seq u en tly , th e  L ou isiana  fa ir  trad e  law 
w as ru led  u n c o n stitu tio n a l.)  The Schw egm ann d e c is io n  to u ch ed  off 
p rice  w ars in  sev era l m ajor c i t i e s ,  and a fte r  much p re s s  c o v e rag e , i t  
w as thought tha t th e  fair trad e  law s w ere  on th e  w ay o u t. But in s te a d  
of being on th e  w ay o u t, th e s e  law s w ere  re in fo rced  by co n g re ss io n a l 
a c tio n .
b .  The M cGuire A ct. In Ju ly , 1952, C o n g ress  p a s s e d  a new fa ir  
trad e  law  to  overcome som e of th e  d is a b i l i t ie s  of th e  M iller-T ydings 
A ct. In p a rtic u la r, th e  M cG uire Act w as aim ed a t th e  n o n -s ig n o r c la u s e . 
Thus under th is  law  a s e l le r  i s  bound re g a rd le ss  of w hether he en te rs  
in to  such  an  ag reem ent. F u rther, it  le g a liz e s  any re s a le  p rice  in  a 
v e rtic a l agreem ent . This in c lu d es  a b so lu te  p ric e s  a s  w e ll a s  minimum 
p r ic e s .  In  am ending S ec tion  5 of th e  F edera l Trade C om m ission A ct, 
th e  M cGuire Act sp e c if ic a lly  exem pts v e r t ic a l  p ric ing  agreem en ts under 
th e  s ta te  law s from any of th e  fed e ra l l a w s . In  an  ap p aren t effort to 
overcom e the  ruling in  th e  Sunbeam  c a s e ,  th e  a c t sp e c if ic a lly  s ta te s  
th a t such  co n trac ts  do not "C o n stitu te  an  unlaw ful burden  or re s tra in t 
upon , or in te rfe ren ce  w ith  com m erce ."
Ju s t how do th e  above and s ta te  re s a le  p rice  m ain tenance  law s 
a ffec t m anagerial d e c is io n  m aking? For one th in g  i t  i s  a d ifficu lt job 
to  p o lice  th e  la w s . The v a s t num ber of s to re s .in v o lv e d  have  to  be 
inform ed of th e  p rice s  e s ta b lis h e d  and  of a l l  p rice  c h a n g e s . Some 
d e a le rs  may c o n s is ten tly  cut p r ic e s .  If  s o , i t  is  u su a lly  n e c e ssa ry
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for th e  m anufacturer to  seek  court a c tio n  to  se c u re  c o m p lia n c e . If 
th e  m anufacturer w an ts to  pursue  an  e ffe c tiv e  p o licy  of re s a le  p ric in g , 
he m ust be  prepared  to  go a l l  out to  enforce su ch  p o lic y . He cannot 
enforce agreem ents in  some a re a s ,  or to  p a rtic u la r  s e l le r s .  If the  
m anufacturer ignores v io la tio n s  over a  period  of tim e by fa ilin g  to  
a v a il h im self to  the  rem edies a t la w , he may have abandoned  or 
w aived  h is  righ t of a c tio n . W hen a m anufacturer m erely go es through 
th e  m otion of m aintain ing  p rice s  w ith  no true  in te n t of enforcing  them , 
he p ra c tic a lly  in v ite s  p r ic e -c u t tin g .
S ince  th e  fa ir trad e  law s app ly  only  to  m an u fac tu re rs ' t r a d e -  
marked or branded g o o d s , many d is tr ib u to rs  may tu rn  to  p riv a te ly  
branded item s . C om petition  p lay s  an  im portan t part in  e s ta b lish in g  
th e  fa ir  trad e  p r ic e s , s in c e  th e  re s a le  p rice  law s apply  only to  goods 
w hich  a re  "in  free or fa ir and open  com petition  w ith  com m odities of 
th e  sam e g en era l c la s s  produced and  d is tr ib u te d  by o th e r s . " If the  
p rice  is  s e t  a t a margin g re a te r  th a n  ac tu a lly  requ ired  for p ro fitab le  
o p e ra tio n s , it is  an  open  in v ita tio n  to  p r ic e -c u t t in g . The '!law of 
supply  and  dem and" may work more e ffe c tiv e ly  th an  enforcem ent 
m ach inery .
Suppose w ith in  an  in d u stry  many firm s have  fa ir  trad e  p ric e s  and 
th e  in d u stry  produces a g rea te r  quan tity  th a n  c an  be  so ld  a t th e  e s ta b ­
lis h e d  p r ic e s .  As happened  ea rly  in  the  1 9 5 0 's , "n a tu ra l econom ic forces 
re su lte d  i n #  's p i l l  o v e r ' of supp ly  in to  new an d  th e n  unorthodox ch an n e ls
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and  consum ers w ere ab le  to  buy a t p r ic e s  much below  th e  tra d itio n a l 
fa ir  trad ed  p r ic e s .
Some lin e s  o f goods c an  be fa ir trad ed  more e a s i ly  th an  o th e r s . 
In  th e  food tra d e , n a tio n a l brands can  be more e a s i ly  re p la c e d  by 
p riv a te  brands th an  can  drug or liquor l in e s .  A lso , som e grocery 
p r ic e s  a re  too  u n stab le  for p rice  m ain tenance; n o tif ic a tio n  of changes 
in  p ric e s  w ould be too  e x p e n s iv e . P riva te  b rands a re  strong  in  chain  
s to r e s , and  voluntary  cha in s have  put much w eig h t on p riv a te  b ra n d s . 
T hus, m anufacturers are  le s s  lik e ly  to  push  for fa ir - tra d e d  p ric e s  in  
th e  grocery industry  th an  in  som e o th er in d u s try . Fair trad e  law s are 
not too  e ffec tiv e  w here tra d e - in s  a re  a c c e p te d  a s  part o f the  p u rch ase  
p r ic e . The d ea le r can  read ily  "allow " a g re a te r  trad e  in  v a lu e , thus 
e ffe c tiv e ly  reducing  the  fa ir trad ed  p r ic e . In  th is  c a s e  th e  f a ir -  
trad e d  p rice  w ould be l i t t le  more th an  a  su g g e s te d  p r ic e .
4 .  Some G enera l E ffects of Laws A ffecting B u sin ess
In th e  preceding  sec tio n s  a tte n tio n  w as g iv en  to  p a rtic u la r  law s 
and  some of th e ir  e ffe c ts  on m anagerial d e c is io n  m ak in g . In  th is  
s e c t io n , a g en era l summary w ill  in d ic a te  how governm ental reg u la tio n s  
a ffe c t th e  dec ision -m ak ing  p ro c e s s .
C om petition  in  le g is la tiv e  lo b b ie s  and governm ent has su p p le ­
m ented a n d , in  som e c a s e s ,  rep laced  com petition  in  th e  m arket p la c e .
i
29Theodore N . Beckman and W illiam  R. D a v id so n , o p . c i t . ,
p .  749.
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Some of th e  m arketing functions have  b e en  tu rned  over to  th e  lo b b y is t 
%
and the  c o u n se l for th e  com pany. In  som e c a s e s ,  p re se n t conduct 
a lone  w ill  not su ffice  to  determ ine i f  the  opera tion  is  w ith in  th e  law . 
F o re ca s ts  becom e im portant for som e f irm s. The C lay ton  Act condem ns 
a c tio n s  "w here th e  e ffec t may be" to  le s s e n  com petition  /e m p h a s is  
a d d e d / .  U nder-th is p ro v is io n , the  a c tio n  may be i l le g a l  i f  th e re  i s  a 
re a so n a b le  p robab ility  th a t such  a c tio n  may le s s e n  com petition  in  the  
fu tu re .
S ince  th e  law s are  d iverse  and  com plex , b u sin essm en  a re  turning 
more and  more to  th e ir  la w y e rs . After co n su ltin g  w ith  la w y e rs , many 
b u s in e s s  d e c is io n s  a re  m odified to  try  to  in su re  th a t th e  law  w ill be 
com plied  w ith . M any of th e  a c tio n s  by b u s in e ssm e n  are  e v a lu a te d  in 
term s of th e ir  le g a l r e s i i l t s , and law yers can  offer som e he lp  in  d e te r­
mining le g a l im p lic a tio n s . It has b een  reco g n ized  th a t  th e  econom ist 
c an  a ls o  a id  in  a d v is in g  w hether o t not a  p a rticu la r a c tio n  may have 
m onopo listic  te n d e n c ie s . I t i s  c o s tly  to  m ain tain  le g a l  v ig ila n c e  over 
m arketing d e c is io n s . Large com panies c an  more read ily  afford  such  
su rv e illa n c e , but th e  sm all com pany canno t afford su ch  a b road  range 
o f a d v ic e . Edwards p o in ts  o u t, " s in c e  m ost o f the  a p p lic a b le  law s
app ly  to  the  la rge  and th e  sm a ll, th e  co n seq u en ce  i s  th a t  sm a ll com panies
on
te n d  to  skim p th e ir  le g a l p ro te c tio n ."
^ C o rw in  D . E dw ards, "The In fluence  of G overnm ent on  D ec is io n  
M aking in  M ark e tin g ,"  P roceedings of th e  I llin o is  M arketing  Sym posium . 
U n iv e rs ity  of I l l in o is ,.  O c tober, 1957, p .  41 .
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In  la rg e  co m p an ie s , a  problem  of th e  m ethods of d e leg a tin g  
au th o rity  is  p re s e n t ,  c rea ted  by the com plexity  of the  le g a l s ta n d a rd s . 
Top e x e c u tiv e s  may work c lo se ly  w ith  law yers in  develop ing  p o lic ie s  
w h ich  ta k e  in to  c o n s id e ra tio n  the  le g a l a s p e c ts  of d e c i s i o n s L o w e r  
e x e c u tiv e s  may not have a com plete p ic tu re  of th e  need  for such  c o n ­
tro ls  a n d , in  an  a ttem pt to  opera te  under c e rta in  p re s s u re s ,  th ey  may
> .1
b y p a ss  th e  p o l ic ie s ,  or t r e s p a s s  beyond th e  sco p e  of th e  p o l ic ie s .
T his w ould  seem  to  c a ll  for a  more c e n tra liz e d  d e c is io n  m aking w ith  
w id e r d isse m in a tio n  of p o lic ie s  and w ider a c c e p ta n c e  of them .
L egal c o n s id e ra tio n s  have  not only a ffe c te d  th e  p ro c e ss  of 
d e c is io n -m a k in g , bu t a lso  th e  qua lity  of th e  d e c is io n  in  ev a lu a tin g  
a  p a rtic u la r  d e c is io n  su ch  a s  ju stify in g  a d isco u n t on a c o s t  b a s i s .
One com pany found th a t a  la rg e  percen tage  of i t s  s a le s  cam e from sm all 
t r a n s a c t io n s ,  and th e  c o s ts  of se llin g  th e  item s w ere  more th a n  th e  
g ro ss  m argin over the  m ateria l and labo r c o s t s .  In  exam ining c o s ts  
for le g a l  p u rp o se s , th e  p rice s  were re v ise d  for econom ic p u rp o se s .
A lthough i t  i s  not p o ss ib le  to  m easure th e  to ta l  effect, of th e  le g a l 
env ironm en t, m ost inform ed observers w ould agree  th a t th e  v a rio u s  law s 
have  had  s ig n ific an t changes in  d e c is io n s  by m an a g e rs . O ther law s 
d ea lin g  w ith  labor-m anagem ent re la tio n s  fo llo w .
5 .  L abor-M anaqem ent R elation  Laws
a .  S ta tu s  before  1890. During th e  p re sen t cen tu ry  many s ta te  
and  fed e ra l law s have been  p a sse d  concerning  em ployer-em ployee
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re la tio n s . T hese  law s have covered  such  a re as  a s  hours of w ork , 
minimum w a g e s , s o c ia l  s e c u r i ty , union o rgan iza tion  and c o lle c tiv e  
b a rg a in in g . This study  is  d ire c te d  to  som e of th e  fed e ra l law s w hich  
d e a l w ith  un ion  o rg an iza tio n  and c o lle c tiv e  bargain ing  and som e of 
th e ir  e ffe c ts  on m anageria l d e c is io n  m aking from the  le g a l po in t of 
v ie w . The nex t c h a p te r  w ill  cover s e le c te d  a sp e c ts  of labo r-m anagem en t 
re la tio n s  a s  an  environm ent a s id e  from th e  la w s .
A lthough i t  w as not un til th e  1930 's th a t law s w ere sp e c if ic a lly  
en ac te d  d ea lin g  w ith  lab o r in  g e n e ra l , th e  b a s is  of the  early  law s w as 
found in  th e  E ng lish  Common Law . In M edieval England, th e  f irs t  law s 
re s tr ic tin g  th e  a c tio n  of w orkers w ere  unw ritten , a lthough la te r  th ey  
w ere  co d ified  an d  e n ac te d  by P a rliam en t. The ow ner-m anager w as 
a llow ed  to  u se  h is  property  and pu rsue  h is  in te re s ts  w ithou t any in te r ­
fe ren ce  from la b o r . In  1351, Parliam ent p a s se d  the  "S ta tu te  of
O l
L ab o re rs ."  T his s ta tu te  requ ired  every  a b le -b o d ied  p erson  under 
s ix ty  years  o f ag e  (w ithout independen t m eans of support) to  work w hen ­
ev er dem anded by  an  em ployer. W ages w ere  fixed  by law  and any a ttem p t 
by an  em ployer to  e n tic e  w orkers aw ay from o ther em ployers c a rr ied  a 
crim inal p e n a lty . F u rther, any a ttem p t by an  em ployee to  b e tte r  h is  
working co n d itio n s  w as p u n ish a b le . T hese early  law s concerned  only
31 N ich o las  S . F a lc o n e , Labor Law (New York: John W iley  and 
S o n s , I n c . ,  1962), p .  11.
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in d iv id u a l w orkers s in c e  no unions w ere in  e x is te n c e  a t th a t t im e . The 
S ta tu te s  of 1351 requ ired  th a t  h iring  be done pub lic ly  and for long 
p e rio d s of tim e to  avo id  em ployers com peting for se rv ic e s  of the  
em p lo y ees.* ^
Two hundred y ea rs  p a s s e d  before  P arliam ent e n ac te d  a "g en era l 
lab o r law " d irec te d  a g a in s t  un ions or w orker a s s o c ia t io n s . In  e s s e n c e  
th e  1548 law  prov ided  crim ina l p e n a ltie s  for any group of w orkers who 
prom ised  or co n sp ired  to g e th e r  to  jo in tly  in fluence  w a g e s , p ro d u ctio n , 
hours of w ork , or w orking c o n d itio n s . U nder th is  law  an  a c tu a l a ttem pt 
to  in flu en ce  the  work s itu a tio n  w as not n e c e ssa ry  to  bring pun ishm en t. 
A ll th a t w as needed  w as a  m utual prom ise to  do s o . In E ngland , th e  
C rim inal C onsp iracy  d o c trin e  con tinued  u n til 1 8 2 4 .^
After th e  U n ited  S ta te s  won i ts  in d ep e n d en c e , the  doctrine  of 
l a i s s e z  fa ire  for b u s in e s s ,  w ith  th e  crim inal co n sp iracy  doc trine  for 
w orkers kep t th e  la t te r  in  c h e c k . The f irs t m ajor lab o r problem  in  
w hich  th e  cou rts  w ere  in v o lv ed  w as th e  1806 "Trial of th e  Boot and 
Shoem akers of P h ilad e lp h ia  on an  Indictm ent for a  C om bination and 
C onsp iracy  to  R aise  th e ir  W a g e s . " The C ordw ainers ' C a se  as th e  f irs t  
su it i s  commonly know n, concerned  a group of shoem akers who w ere 
charged  w ith  c rim ina l c o n sp irac y  in : "Agreeing among th em se lv es  th a t
o n
Orme W . P h e lp s , In troduction  to  Labor Econom ics (New York: 
M cG raw -H ill Book C om pany, I n c . ,  1962), p .  110.
^ ^ Ib id . ,  p .  12.
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th ey  w ould work only in  th o se  sh o p s w here em ployees w ere a ll  members 
of th e  group or com bine; ag ree in g  among th em se lv e s  th a t they  w ould not 
work for any w age below  th e  w age s c a le  e s ta b lis h e d  by th e  group.
The court h e ld  th a t no one had  th e  lib e rty  to  "com bine, con­
sp ire  , c o n fe d e ra te , and un law fu lly  ag ree  to  reg u la te  th e  w hole body 
of workmen in  th e  c i ty ."  The court looked  a t th e  a c tio n  of th e  sh o e ­
m akers from two p o in ts  o f v iew . One view  w as th a t th ey  took the a c tio n  
to  b en efit th e m se lv e s , and th e  se c o n d , to  in ju re  th o se  who did not w ant 
to  jo in  th e ir  s o c ie ty . Both a c ts  w ere  condem ned by la w . The ju d g e s , 
reason ing  from a so c io -eco n o m ic  po in t of v ie w , reg a rd ed  th e  union as 
"a th rea t to  th e  s ta tu s  quo of so c ie ty  of w hich  th ey  w ere  a p a rt.
U n til th e  c o n sp iracy  doc trine  w as re v e rse d , trad e  unions had l i t t le  
hope of u sing  co n certed  a c t io n .
In Com m onw ealth v .  Hunt (1842), th e  M a ssa c h u se tts  Supreme 
C ourt he ld  th a t  th e  le g a lity  o f w orkers com bining depended  on the  end 
so u g h t. This d e c is io n , in  e f f e c t ,  re v e rse d  th e  P h ilade lph ia  c a s e .
Even though th e  H unt c a s e  w as tr ie d  in  M a s s a c h u s e tts ,  th e  p re s tig e  of 
Ju s tic e  Shaw in  th a t  s ta te  w as so  g rea t th a t th e  p reced en t he se t w as 
seldom  d isreg a rd ed  even by ju d g e s  in  o th er s t a te s .  Ju s tic e  Shaw sa id
^ N ic h o la s  S . F a lco n e , Labor Law (New York: John W iley &
S o n s , I n c . ,  1962), p . 3 2 .
q c
G ordon F . Bloom and  H erbert R. N orthrup , Econom ics of Labor 
R e la tio n s , 4 th  Ed. (Hom ewood, I l l in o is :  R ichard D . Irw in , I n c . ,  1961).), 
p . 43 .
th a t th e  in te n t of inducing  a l l  w orkers in  th e  sam e o ccu p a tio n  to  jo in  
an  a s s o c ia t io n  w as not un law fu l. The Ju s tic e  reco g n ized  th a t  th e  
in te n t of such  o rg an iza tio n s could  be for th e  pu rpose  o f  crim inal 
c o n sp ira c y / but th is  w ould have to  be p ro v ed . In  th e  y e a rs  follow ing 
th e  Hunt c a s e # lab o r unions had  to  m eet j u d ic ia l in te rp re ta tio n s  w ith  
vary ing  in te n s i t ie s , i t  w as never ag a in  d e c la re d  th a t  trad e  un ions w ere 
i l le g a l  per se.. Thus in  1842 began  a period  of to le ra tio n  for o rgan ized  
tra d e  u n io n s .
After th e  courts had  determ ined th a t lab o r un ions w ere  n o t, per se  
i l l e g a l ,  many em ployers tu rned  to  th e  "c iv il co n sp iracy "  doc trine  to  
se e k  re lie f  from union a c t iv i t ie s .  U nder th e  "c iv il"  doc trine  th e re  m ust 
be  dam age, in ten tio n a lly  done and w ithou t ju s t i f ic a t io n .  As long as 
th e  dam age w as u n in te n tio n a l, the  em ployer cou ld  ta k e  no a c t io n . The 
C iv il C onsp iracy  doc trine  w as la te r  m odified to  becom e th e  "Just C ause  
d o c tr in e .
No lab o r c a s e s  involving the  Ju s t C a u se  doc trine  ev er w ent to  a 
fed e ra l court; how ever, many s ta te s  did  hand  down d e c is io n s  under th is  
d o c tr in e . In  c a s e s  under th is  d o c tr in e , th e  co u rts  looked  for two 
m o tiv es , a prim ary one and a secondary  o n e . As an  ex am p le , co n sid e r 
th a t th e  a c tio n  of th e  union w as leg a l; i t  sough t to  b e tte r  w a g e s . The 
w orkers th en  p eacefu lly  s truck  , and to  g a in  th e  law fu l end of b e tte r  
w a g e s , they  p ick e ted  th e  em ployer. The p ick e tin g  may have  been  
in ju rio u s to  th e  em ployer, but th e  cou rts  a sk e d  if  in ju ry  to  the  em ployer
w as th e  prim ary purpose of th e  p icke t or a  secondary  o n e ?  M any of 
th e  cou rts  he ld  th a t such a c tio n  w as prim arily  to  in ju re  the  em ployer.
I t  i s  a  g en era lly  h e ld  view  th a t th e  op in ions of th e  c o u rts  w ere  not in  
sym pathy w ith  th e  u n io n s , and d ev ised  narrow and vague t e s t s  to  
ren d er lab o r im p o te n t.36 During the  period  from 1842 to  1890, the  
in ju n c tio n  w as a  favorite  w eapon  of th e  em ployer. The d o c trin e  of 
c iv il  co n sp iracy  gave w ay to  th e  doctrine  of c o n sp iracy  in  re s tra in t  of 
tra d e  under th e  Sherm an Law .
b .  Labor and th e  Sherm an Law. It is  g en e ra lly  rec o g n ize d  th a t 
th e  Sherm an Law w as se t up to e lim ina te  th e  e v il m onopolies and  t r u s t s . 
I t w as nine y ea rs  a fte r  the  Sherm an Law w as p a s s e d  befo re  th e  Suprem e 
Court ru led  a g a in s t a  b u s in e ss  com bination . And w h ile  th e  low er 
co u rts  h e ld  only one c a se  to  v io la te  th e  Sherm an Act during th e s e  
y e a r s , th ey  d e c la red  tha t c e r ta in  lab o r p ra c tic e s  v io la te d  th e  a c t on 
tw e lv e  o c c a s io n s .
There h as b een  co n sid erab le  con troversy  a s  to  w h e th e r C ong ress  
in te n d ed  th e  Sherm an Act to  apply  to  la b o r . I t w ould  seem  th a t even  
though C ongress may have had  b u s in e ss  com binations in  m ind w hen th e  
a c t  w as p a s s e d , th e  p rov ision  of "every  C om bination" co u ld  w e ll app ly  
to  any com bination  in  re s tra in t o f trad e  w hich  m ight a r is e  in  th e  fu tu re . 
At any ra te , em ployers w ere  su c c e ss fu l in  ge tting  th e  c o u rts  to  is s u e
36N icho las S . F a lco n e , Labor Law (New York: John W iley  & 
S o n s , I n c . ,  1962), p .  44 .
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in ju n c tio n s  much to  th e  chag rin  of o rgan ized  la b o r . W hile  m anagem ent 
w as using  th e  in ju n c tio n  to  h a lt c e r ta in  union a c t iv i t ie s ,  th e  unions 
w ere  lobbying in te n tly  for a re v is io n  of th e  Sherm an Act in  o rder to  
fu rther th e ir  a im s . In  1914, an  am endm ent, h a ile d  by labo r a s  la b o r 's  
"M agna C h arta"  w as p a s s e d .
c .  The C lay to n  Act R ev ised . W hen th e  C lay ton  Act w as p a s s e d  
labor w as su re  th a t  e v en ts  such  a s  the  in ju n c tio n  in  th e  Danbury 
H a tte r s ' c a s e  (a 1908 c a s e —th e  f irs t c a se  involv ing  lab o r and th e  
Sherm an Act to  re a c h  th e  Suprem e Court) w ere gone fo rev e r. T hese 
e x p e c ta tio n s  w ere  sh o rt- liv e d  a s  th e  Supreme C ourt b eg an  in te rp re tin g  
th e  C lay to n  Act in  various c a s e s .  S ec tio n s s ix  and tw en ty  a re  th e  
re le v a n t s e c tio n s  of th e  & ct. I t seem ed th a t se c tio n  s ix  rem oved lab o r 
from th e  Sherm an Law . I t w as a ls o  thought se c tio n  tw en ty  w ould p lac e  
se v e re  re s tr ic tio n s  on m anagem ents ' u se  of th e  in ju n c tio n .
Em ployers did no t s i t  id ly  by and a c c e p t th e s e  p ro v is io n s of th e  
C lay to n  A c t. In s te a d , th ey  s tru ck  a t th e  term s "law ful" and "p eace fu l"  
appearing  in  bo th  se c tio n s  of th e  a c t .  S ince th e s e  term s w ere not 
d e fin ed  in  th e  s ta tu te , th e  cou rts  w en t to  common law  to  find w h e th er 
or no t a p a rtic u la r  a c tiv ity  w as un law fu l. Common law  condem ned 
secondary  b o y c o tts  a s  an  unlaw ful m ean s. T herefo re , labor d id  come 
under th e  a n ti tru s t  law s w hen such  a c tiv it ie s  w ere  u sed  to  in te rfe re  w ith  
th e  flow of com m erce.
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The C lay to n  Act perm itted  p rivate  p a rtie s  in ju n c tiv e  re l ie f  in  
th e ir  own n a m e s , w h e rea s  th e  Sherm an Act requ ired  th e  U nited  S ta te s  
A ttorney G enera l to  bring su it in  th e  name of th e  G overnm ent.
During th e  e a r l ie r  y e a rs  of th e  Sherm an Act and  th e  C lay ton  A ct, 
and u n til 1932, un ion  a c tiv ity  cen te red  prim arily  around ex tending  
o rg an iz a tio n . D uring th is  t im e , the  fed e ra l courts gave  unions l i t t le  
a id ,  and  m ost a l l  of th e  s ta te  courts did a l l  th ey  cou ld  fe a s ib ly  do to  
p reven t union o rg a n iz a tio n . Gregory po in ts  out th a t e ith e r  th e  cou rts  
"W ere unaw are of th e  re a l econom ic in te re s ts  unions h ad  in  o rgan iz ing  
com petitive  n o n -u n io n  p la n ts ,  or th ey  re a liz e d  it  and hoped th a t  by 
thw arting  th e  e x te n s io n  o f un ion ism , th e  com petition  of non-un ion  
p lan ts  w ould k ill  off w hat o rg an iza tio n  of labor had  a lread y  ta k e n  
p la c e . Thus m anagem ent, arm ed w ith  the "w eapon" of Ju d ic ia l 
fee ling  and in te rp re ta tio n s  con tinued  to  re ly  upon.the  in ju n c tio n  u n til 
th e  N orris-L aG uard ia  Act w as p a s s e d .
d .  The N orris-L aG uard ia  A ct. This 1932 A ct, frequen tly  c a lle d  
th e  "an ti- in ju n c tio n "  la w , had  a s  one of i ts  m ain pu rposes to  deprive 
th e  federa l co u rts  and  em ployers from using  th e  in ju n c tio n  in  c a s e s  
involv ing  or grow ing out of lab o r d is p u te s .  For th e  f i r s t  t im e , th e  
le g is la tu re  o ff ic ia lly  reco g n ized  th e  righ t of labor to  p ic k e t,  b o y c o tt, 
and s t t ik e .
37 C h arle s  O . G regory , Labor and  th e  Law (New York: W . W . 
N orton & C om pany, I n c . ,  1946), p . 174.
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One favo rite  w eapon  th e  em ployer u sed  w as th e  "yellow dog" 
co n trac t w hereby an  em ployer requ ired  th e  w orker to  prom ise th a t  he 
w ould not jo in  a  union  w h ile  in  th e  form er's em ploy. This w a y , 
m anagem ent cou ld  co n tro l th e  w orkers union a c t iv i t ie s .  The N o rr is -  
LaG uardia Act made su ch  a  co n tra c t unenforceab le  a s  co n trac ts  of th is  
natu re  w ere  a g a in s t p u b lic  p o lic y . Although th e  leg is la tu re  reco g n ized  
the  u n io n 's  rig h t to  many a c t iv i t ie s  th a t had form erly been  co n sid e red  
un law fu l, m anagem ent w as s t i l l  no t requ ired  by law  to  bargain  w ith  
u n io n s . Y e t, th e  N orris-L aG uard ia  Act began  a n  era  of 'lalmost com plete  
freedom  of un ion  e x p an sio n  through  econom ic s e lf -h e lp . "3® O ne y ear 
a fte r  th e  N orris-L aG uard ia  Act w as p a s s e d , C ongress p a sse d  an o th er 
law th a t gave  fu rther reco g n itio n  to  o rgan ized  lab o r.
e .  The N a tio n a l In d u s tr ia l Recovery Act (NIRA). This a c t  w as 
p a sse d  to  g e t th e  support of b u s in e s s e s  and lab o r in  order to  e l ic i t  
fu ll co o p era tio n  so  th a t  th e  econom ic d e p re ss io n  may be overcom e and 
pub lic  co n fidence  re s to re d . B u s in e sse s  w ere to  be a llow ed to  e s ta b l is h  
th e ir  own reg u la tio n s  and  to  co n tro l p r ic e s . S ec tion  7(a) w as in c lu d ed  
to  g e t th e  support of l a b o r .33 This se c tio n  of th e  a c t  s ta te s :
. . .  (1) That em ployees s h a ll  have th e  righ t to  bargain
c o lle c tiv e ly  th rough  re p re se n ta tiv e s  of th e ir  own ch o o sin g ,
38I b i d . . p .  223 .
33G ordon F . Bloom and H erbert R. N orthrup, o p . c i t . , p .  750 .
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and sh a ll be  free  from th e  in te rfe re n c e / r e s tra in t ,  or 
co erc io n  of em ployers o f  la b o r , or th e ir  a g e n ts ,  in  th e  
d e s ig n a tio n  of su c h  re p re se n ta tiv e s  or in  s e l f  o rg an iza tio n  
or in  o ther co n ce rted  a c t iv i t ie s  for th e  purpose  of c o lle c tiv e  
bargain ing  or o th e r m utual a id  and  p ro tec tion ; (2) th a t no 
em ployee and  no one seek in g  em ploym ent sh a ll  be requ ired  
a s  a  cond ition  of em ploym ent to  jo in  any com pany union or 
to  re fra in  from jo in in g , o rg an iz in g , or re fra in  from jo in in g , 
o rg an iz in g , or a s s is t in g  a  lab o r o rg an iza tio n  of h is own 
c h o o s in g . . . .  ^/U nderline m ine7
O utside  th e  ra ilw ay  in d u s try , S ec tio n  7(a) of th e  NIRA gave th e  
m ost com plete governm ental endorsem ent to  th e  p rincip le  of c o lle c tiv e  
bargain ing  up to  th a t t im e . There w ere no p e n a l t ie s ,  how ever, for the  
em ployers who d id  not w ish  to  com ply . Many em ployers d id  a d ju s t 
th e ir  p o lic ie s  to  th e  s p ir i t  o f th e  la w , but th e  g rea t m ajority did n o t.
To a g rea t many em ployers th is  s e c tio n  of th e  a c t w as an  in v ita tio n  to  
se t up com pany un ions and re p re se n ta tiv e  p lans to  preven t th e  un ion iza  
tio n  of th e ir  e m p lo y ee s .
O rganized  lab o r, on th e  o th er hand ,he ld  a d ifferen t v iew p o in t. 
The Am erican F ed e ra tio n  of Labor c o n sid e red  th e  se c tio n  a pub lic  
endorsem ent and  encouragem ent o f c o lle c tiv e  b a rg a in in g . T hese 
d ivergent v iew s le d  to  in d u s tr ia l  u n re s t .  To overcom e th is  problem  
P resid en t R oosevelt e s ta b l is h e d  a tr ip a r ti te  N a tio n a l Labor Board w hich  
took on th e  function  of se ttl in g  d isp u te s  by m ediation .and  c o n c ilia tio n  
and voluntary  a rb itra tio n . This board  a ls o  determ ined  w hether a union 
re p re se n te d  em ployees in  a p a rtic u la r  s i tu a tio n  and  w hether em ployers 
u sed  unfair m ethods of in te rfe re n ce  w ith  em ployee o rg an iza tio n .
This board developed  many of th e  p o lic ie s  th a t w ere fo llow ed in
%
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future labo r-m anagem en t r e la t io n s , i t  had no authority  to  p en a lize  
em ployers for un fa ir lab o r p r a c t ic e s . The NIRA w as sh o rt- liv e d  a s  th e  
Supreme C ourt rendered  th e  a c t u n co n stitu tio n a l in  the  S c h e c te r Poultry  
C ase  in  M ay , 1935. One month la te r  an  even  stronger labo r law  cam e 
in to  b e in g .
f . N a tiona l Labor R e la tions Act (NLRA). Even though th e  NIRA 
w as d e c la red  u n c o n s titu tio n a l, th e  p rov is ions of se c tio n  7(a) d ea lin g  
w ith  th e  em p lo y ee s ' righ t to  o rgan ize  w ere  e s ta b lish e d  and  a c c e p te d  by 
th e  C o n g re ss . W hen  th e  NLRA w as p a s s e d  in  1935, i t  w as th e  m ost far 
reach ing  a c t th a t  h a d  b e e n  p a s s e d  up u n til  th a t t im e . Among th e  
im portant p ro v is io n s  of th e  a c t  w ere : (1) A N ational Labor R elations 
Board (NLRB) w as e s ta b l is h e d  to  determ ine the  proper barga in ing  un it 
and  to  en fo rce  o th e r p ro v is io n s  of th e  law ; (2) C erta in  p ra c tic e s  of 
em ployers w ere  c o n sid e re d  unfair w hen th ey  in te rfered  w ith  em ployee 
se lf -o rg a n iz a tio n . The follow ing p ra c tic e s  w ere co n sid ered  un fair 
under (2) above: (a) em ployer dom ination of un ion , (b) em ployer 
d isc rim in a tio n  a g a in s t an  em ployee for reporting a lle g e d  v io la tio n s 
by em p lo y ers , (c) em ployer d isc rim in a tio n  a g a in s t an em ployee b e c a u se  
of h is  un ion  a c t iv i ty ,  and  (d) em ployer re fu sa l to  barg a in  in  good fa ith .
The W agner Act (the name by w hich  th e  NLRA is  commonly know n), 
w as b a se d  upon th e  ph ilosophy  th a t by em ployers refusing  to  b arga in  
w ith  th e  u n io n s , s tr ik e s  re s u lte d  w hich  in te rfe red  w ith  th e  flow of 
com m erce. S e c tio n  7 o f th e  W agner Act dec la red  th a t em ployees " sh a ll
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have th e  righ t to  s e lf -o rg a n iz a tio n , to  form , jo in ,  or a s s i s t  labor 
o rg a n iz a tio n s , to  b a rg a in  c o lle c tiv e ly  through re p re se n ta tiv e s  of th e ir  
own c h o o sin g , and  to  engage in  co n ce rted  a c t iv i t ie s  for the  purpose o f 
c o lle c tiv e  barga in ing  or o ther m utual a id  or p ro te c tio n ."
S ec tio n  8 of th e  a c t w as d esig n ed  to  guaran tee  th e  w o rk e rs ' righ ts  
a s  o u tlin ed  in  S e c tio n  7 . The ph ilosophy  of S ec tio n  8 w as th a t  em ­
p loyers m ust com plete ly  "re fra in  from concern ing  th em se lv es  w ith  the  
union a c t iv i t ie s  of e m p lo y e e s ." ^
As a re s u lt  of th e  W agner A ct, em ployers could  no longer le g a lly  
form com pany un ions or em ployee re p re se n ta tiv e  p lans or e ith e r  he lp  or 
re ta rd  a p a rticu la r  un ion  in  becom ing th e  re p re se n ta tiv e  un it for b a rg a in ­
in g .
The pendulum  of pub lic  op in ion  sw ung w ide indeed  w ith  the  p a ssa g e  
of th e  W agner A c t. The new p o licy  of th e  governm ent w as so  d ra s tic  a 
change th a t  many em ployers fe lt i t  w ould soon  be  put to  r e s t  in  a g rave 
dug by th e  c o u r ts . The Suprem e C ourt a lla y e d  th e se  hopes w hen i t  ru led  
the  a c t  c o n s titu tio n a l in  NLRB v Jones and Laughlin  S te e l C orp . 301 
U . S .  1 57 S c t 615 (1937). In  th e  fo llow ing y e a rs  many who had been  
c r i t ic a l  of th e  ch an g ed  pub lic  po licy  a s  e x p re sse d  by the  W agner Act 
did not argue d ire c tly  a g a in s t c o lle c tiv e  bargain ing ; n e ith e r w as th e  
idea  th a t em ployees shou ld  be free  to o rgan ize  any  longer rep u g n an t.
40I b i d . . p .  752 .
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B ut, i t  w as  fe lt  th a t  p u b lic  po licy  had  gone too  fa r .  H e n ce , em ployers 
argued for m odification  of th e  a c t .
Of p a rtic u la r  concern  to  em ployers w as th e ir  feeling  th a t a 
lim ita tio n  w as im posed upon freedom  of sp eech  in  com m unicating w ith  
e m p lo y ee s . M any a ls o  fe lt th a t  s in c e  th e  W agner Act sp e c if ied  unfair 
p ra c tic e s  for em p lo y ers , th e re  shou ld  be a  lik e  p rov ision  for u n io n s . 
T hese argum ents to g e th e r  w ith  th e  in d u s tr ia l u n res t th a t follow ed 
W orld W ar II and popu lar d is c u s s io n  of p o s t-w a r union-m anagem ent 
re la tio n s  led  to  th e  p a s sa g e  of an  im portant rev is io n  of th e  a c t .
g .  The Labor M anagem ent R ela tions Act (LMRA). The a c t ,  known 
as th e  T aft-H artley  A ct, w as p a s s e d  in  1947 over th e  ve to  of P resid en t 
Truman. W ith  th e  a c t cam e som e new fea tu res  to  the  n a tio n a l lab o r 
p o lic y . One su ch  fea tu re  w as th a t lab o r a s  w e ll a s  m anagem ent shou ld  
be reg u la ted  to  p ro tec t th e  p u b lic  in te r e s t .  The NLRB w as expanded  to  
five  members in s te a d  of th ree  a s  under th e  W agner A ct. The NLRB under 
th e  T aft-H artley  A ct, had  an in d ep en d en t g e n e ra l co u n se l to  determ ine 
w hether to  p ro secu te  v io la to rs .  The NLRB w as g iven  ju r isd ic tio n  e x ­
tend ing  to  any b u s in e s s  th a t "a ffe c te d  com m erce ."  The board  had  a 
lim ited  budget and n ev er w a s  a b le  to  fu lly  e x e rc ise  i ts  pow er, how ever, 
th e  board did la y  down sp e c if ic a tio n s  w hich  b u s in e ss  m ust m eet before 
it  w ould co n s id e r th e  c a s e s .  T hese c rite r ia  w ere in ten d ed  to  keep  the  
Board from being  flooded w ith  com plain ts involv ing  sm all firms w ith  
re la tiv e ly  few em p lo y ees .
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This a c tio n  by th e  board  e ffe c tiv e ly  n u llif ied  c e rta in  a s p e c ts  of 
th e  p ro tec tio n  th a t th e  T aft-H artley  Act in ten d ed  for sm all em ployers.
As an  exam ple , th e  a c t made i t  an  un fa ir p ra c tic e  to  coerce  an em ployer 
or se lf-em p lo y ed  p e rso n  to  jo in  a u n io n . This p rov ision  w ould have 
more m eaning for th e  sm all em ployer or th e  se lf-em p lo y ed  w ithout 
h ired  h e lp . Y et, th e s e  sm all em ployers u su a lly  did not m eet the  
requirem ent of th e  NLRB to  seek  re l ie f  from th a t b o a rd . And they  w ere 
unable to  get re lie f  from th e  s ta te  lab o r boards w hen the  Supreme Court 
he ld  th a t th e  s ta te  boards cou ld  not h an d le  c a s e s  w here th e  NLRB had 
re fu sed  such  c a s e s .  As a  re s u lt  of th is  "no m an 's  land" th e  sm all 
em ployer w as w ithout a  "forum" to  h e a r  h is  c a s e .  This d e fec t w as 
not co rrec ted  u n til 1959.
The T aft-H artley  Act a u th o rized  s ta te s  to  p a ss  "right to  work" 
la w s . C lo sed  shops w ere  fo rb idden  in  m ost in d u s tr ie s  under th e  law , 
and c e r ta in  co erc iv e  p ra c tic e s  o f un ions w ere  fo rb idden . New re s t r ic ­
tio n s  w ere  p lac ed  on b o y co tts  and ju r is d ic t io n a l  d isp u te s . A prov ision  
in  th e  law  gave m anagem ent th e  righ t to  free  sp eech  in  exp ress in g  
op in ions on unions and union m em bership provided  th e re  is  no th rea t
4
of re p r isa l  or p rom ise of b e n e fit for em ployee a c tio n . Just w hat c o n s ti­
tu te s  free  sp eech  h as to  be  in te rp re te d  for each  c a s e .  In many in s ta n c e s ,  
em ployers fe lt th a t th ey  w ere  e x e rc is in g  th e  free  sp eech  guaran tee  on 
som e m atter and  th e  NLRB w ould  ru le  th a t  su ch  sp eech  w as u n fa ir. By 
ca re fu lly  wording s ta te m e n ts , an tiu n io n  em ployers may ac tu a lly  u se  them
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a s  a de te rren t to  union  o rg an iza tio n  a c t iv i ty .41- Em ployers a re  not 
requ ired  to  rem ain n eu tra l on union o rg an iza tio n ; he  may a c tiv e ly  
cam paign for "no u n io n ." It h as  b e en  he ld  th a t em ployers c a n  com pel 
em ployees to  m eet on company tim e to  h ear a tta c k s  on unions a s  long 
a s  th ey  ex p re ss  op in ions and not th r e a ts .
Minor am endm ents to  th e  T aft-H artley  Act cam e in  1951 w hen i t  
w as d ec la red  th a t th e  NLRB w ould  no t have to  ce rtify  e le c tio n s  regarding 
th e  union sh o p , and in  1954 w hen  th e  Com m unist C ontrol Act provided 
th a t a  union found to  be " in fec ted "  w ith  com m unists a re  den ied  re lie f  
from th e  NLRB as  to  becom ing c e r t if ie d  a s  a  bargain ing  agen t or to  seek  
re l ie f  from an  unfair em ployer p ra c t ic e .  A com m unist con tro lled  em ployer 
is  lik e w ise  b arred  from seek in g  re l ie f .
A S enate  in v es tig a tin g  com m ittee b eg an  in  1957 to  in v e s tig a te
som e q u es tio n ab le  p ra c tic e s  of un ions and em p lo y ers . M any im proper
p ra c tic e s  w ere  brought to  lig h t in c lu d in g  " the  paying  of tr ib u te  and
42b rib es by em ployers , o ther ty p e s  of payoffs and sh a k ed o w n s. . . ,  and 
many in s ta n c e s  of im proper conduct on th e  part of u n io n s . As a  re s u lt  of 1 
th e s e  in v e s tig a tio n s , C ongress re c e iv e d  se v e ra l p ro p o sa ls  to  am end the  
T aft-H artley  A c t. T hus, in  1959, C o n g ress  e n ac te d  th e  'L ab o r-M an ag e- 
ment Reporting and D isc lo su re  A c t."  (LMRDA)
4 1I b i d . . p . 763 .
\
4 ^D ale Yoder and H erbert H . H enem an, J r . , Labor Econom ics and 
In d u s tr ia l R ela tions (C in c in n a ti: S o u th -W este rn  Pub lish ing  C om pany, 
1959), p .  214 .
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h .  The L abor-M anagem ent Reporting and  D isc lo su re  A ct. This 
a c t ,  known a s  th e  Landrum -G riffin Act d e a ls  prim arily  w ith  th e  in te rn a l
r
con tro l o f u n io n s . Many p a rts  of th e  am endm ent do d e a l d irec tly  w ith  
th e  em ployer. T itle  II of th e  LMRDA req u ire s  em ployers to  f ile  repo rts  
w ith  the  S ecre tary  of Labor d isc lo s in g  paym ents and  lo an s  m ade to  
unions,- union o f f ic e rs , sh o p -s te w a rd s , and  em ployees o f u n io n s , 
u n le s s  su ch  persons rece iv ed  pay  a s  a re s u lt  of th e ir  reg u la r se rv ice s  
to  th e  em ployer.
Although th e  reporting requirem ents o f th e  a c t may be burdensom e 
to  em p lo y ers , th e  a c t ex tended  som e b e n e fits  to  th em . The a c t c lo se d  
som e o f the  loopho les regarding  seco n d ary  b o y c o tts . U nder th e  T aft-  
H artley  A ct, som e unions su c ce ed e d  in  g e ttin g  em ployers to  sign  c o l le c ­
t iv e  bargain ing  agreem ents w hereby th e  em ployers ag reed  th a t  th e ir  
em ployees w ould not hand le  goods of anyone w ith  whom th e  union w as 
having  a  d isp u te . The LMRDA p ro h ib its  su ch  c o n tra c ts  ex cep t in  the  
c lo th ing  and co n stru c tio n  in d u s tr ie s .  This a c t a ls o  s e t t le d  the  "no 
m an 's  land"  problem , perm itting "such  em ployers to  go to  th e ir  own 
s ta te  a g en c ie s  or courts and by forbidding th e  NLRB from declin ing  to  
a s s e r t  ju r isd ic tio n  over any lab o r d isp u te  over w h ich  i t  w ould have 
a s s e r te d  ju r isd ic tio n  under th e  s tan d a rd s  i t  had e s ta b lis h e d  a s  A ugust 1, 
1 9 5 9 .1,43
4^Gordon F . Bloom and H erbert R. N orth rup , The L abor-M anagem ent 
R eporting and D isc lo su re  Act of 1959 (Hom ew ood, I l lin o is :  R ichard D . 
Irw in , I n c . ,  1960), p .  11.
As a  re s u lt  of th is  p ro v is io n , many em ployers w ere  offered  re l ie f  from 
un fa ir lab o r p r a c t ic e s .
In  a d d itio n , th e  ru lings of th e  NLRB have h e ld  th a t many of 
m anagem ents ' "p rero g a tiv es"  are  n eg o tiab le .. I t h as  b een  h e ld  th a t 
a n  em ployer canno t fire  a union member for handing out un ion  lite ra tu re  
during w orking hours in  v io la tio n  of a com pany ru le  forbidding so lic i t in g . 
A fed e ra l court upheld  an  NLRB ruling to  r e in s ta te  th e  w o rk e r. The court 
d id  not ru le  w he ther th e  com pany 's ru le  of "no so lic itin g  w ith o u t p e r­
m issio n "  w as v i o l a t e d .^
i .  Summary of C e rta in  E ffects of L abor-M anagem ent R elation  
Law s: The b a s ic  fed e ra l labor law s have a ffec ted  th e  d ec is io n -m ak in g  
p ro c e ss  o f m anagem ent. No longer can  m anagem ent p reven t a  rep re ­
se n ta tio n  e le c tio n  from being held  under th e  law  if  th e  w orkers d e s ire
t
one . O nce th e  app ropria te  bargain ing  un it h as  b een  s e t ,  m anagem ent
m ust barga in  w ith  th e  em ployees ' re p re se n ta tiv e .
The NLRB and  th e  courts have he ld  th a t under th e  T aft-H artley  Act
and th e  L abor-M anagem ent Reporting and D isc lo su re  Act th e re  are  c e rta in
m anageria l p ra c tic e s  w hich are  co n sid e red  u n fa ir . Some of th e s e  p ra c -
45t ic e s  a re  sum m arized be low .
^ " W h a t  You a s  a B usinessm an C an  and C anno t D o ,"  J J .  S . News 
and  W orld  R eport, Vol. 4 5 , N o. 17, O ctober 2 1 , 1963, p .  118.
^ " S o m e  DOs and DON'TS for S u p e rv iso rs ,"  A le a f le t  p repared  by 
th e  N ationa l A sso c ia tio n  of M anufacturers (New York: D ecem ber, 1959).
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M anagem ent canno t m ake prom ises of pay  in c re a s e s  or o th er forms 
of sp e c ia l  b e n e fit or favor to  em ployees i f  th ey  w ill vo te  a g a in s t or 
s ta y  out of a u n io n . M anagem ent cannot conduct i t s  beh av io r in  such  
a  w ay th a t w ould in d ic a te  to  th e  em ployees th a t they  are being  w atch ed  
to  determ ine i f  th ey  a re  p a rtic ip a tin g  in  union a c t iv i t ie s .  I t i s  co n ­
s id e re d  an  un fa ir lab o r p ra c tic e  for m anagem ent to  in te n tio n a lly  a s s ig n  
work or tra n s fe r  em ployees to  sep ara te  th o se  in te re s te d  in  union  a c t iv i t ie s  
from th o se  w ho a re  n o t .
If  m anagem ent a sk s  em ployees about th e  in te rn a l a ffa irs  of th e  
u n io n , i t  is  su b je c t to  charges of unfair p ra c t ic e s .  (An em ployee m ay, 
upon h is  own a c c o rd / v o lu n tee r inform ation about such  m a tte rs . It is  
not an  un fa ir p ra c tic e  to  l i s te n . )  M anagem ent c an n o t, w ithou t be ing  
su b je c te d  to  un fa ir p ra c tic e  c h a rg e s , a sk  em ployees a t th e  tim e of h iring  
or th e re a f te r  w h e th er th ey  belong to  a union or have  s ig n ed  a  union 
a p p lic a tio n  c a rd . It is  an  unfair labor p ra c tic e  for m anagem ent to  d is ­
c rim inate  a g a in s t union members by in te n tio n a lly  a ss ig n in g  them  to  
u n d e s irab le  work b e c a u se  of th e ir  support of th e  un ion .
M anagem ent canno t d isc ip lin e  or p e n a liz e  em ployees who a c tiv e ly  
support a union for an in frac tio n  w hich non-un ion  em ployees a re  perm itted  
to  comm it w ithou t d is c ip l in e . S e lec tin g  em ployees to  be la id  off in  order 
to  curb union s tre n g th , or to  d isco u rag e  a ff ilia tio n  is  a ls o  c o n sid e red  an  
un fa ir lab o r p ra c t ic e . If m anagem ent a s k s  em ployees how th e y  fe e l about 
a un ion  or i t s  o f f ic e rs , i t  is  su b je c t to  an  unfair p ra c tic e  c h a rg e .
C e r ta in ly , m anagem ent d e c is io n  m aking h as b e en  m od ified . In
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som e c a s e s  m anagem ent s e e k s  w ays to  g e t around the requ irem ents of 
th e  la w . In  o th e r c a s e s , m anagem ent w elcom es the  un ion . As w ith  
th e  a n titru s t  la w s ,  th e  e ffe c ts  of th e  lab o r law s are som etim es " p o s t­
d e c is io n "  e f f e c ts .  The NLRB w ith  support of th e  courts has rev e rsed  
som e of m anagem en ts ' d e c is io n s .
Although th e  b a s ic  p u b lic  po licy  h as  been  se t forth  in  th e  various 
labo r-m anagem en t law s and in te rp re ta tio n s , th e  fu ll e ffec t of th e s e  law s 
is  not c e r ta in .  E sp e c ia lly  i s  th is  tru e  of th e  Landrum -G riffin A ct, w h ich  
i s  s t i l l  try ing  to  b e  understood  by u n io n s , m anagem ent, law y e rs , and 
th e  c o u r ts . As can  be s e e n ,  how ever, th e s e  law s w ith  th e ir p ro h ib i­
tio n s  and  p e rm iss io n s  have  a ffe c te d  m anageria l d e c is io n  m aking.
B ut, a s id e  from th e  le g a l environm ent of labor-m anagem ent r e la t io n s , 
d e c is io n  m aking i s  a ffe c te d  by the  environm ent o f labor-m anagem ent 
re la tio n s  from an o th e r po in t of view  to  be  covered  in  th e  next c h a p te r .
CHAPTER IH
ENVIRONMENT OF MANAGEMENT-LABOR RELATIONS
A. Some U nion O rg an iza tio n a l In flu en ces .
A lthough th e  w o rk e rs ' "righ t"  to  o rgan ize  i s  now a c c e p te d  by 
pub lic  po licy  a s  supported  by th e  v a rio u s labo r-m anagem en t re la tio n s  
law s , th e  fac t rem ains th a t  w orkers a re  not o rgan ized  in  many f irm s .
In som e firms unions have sough t to  re p re se n t the  w orkers as th e ir  
bargain ing  ag en t but have  fa ile d  to  w in  an  e le c tio n . In  o ther firm s 
th ere  have b een  no se rio u s  a ttem p ts  by the  w orkers to  o rg an iz e .
In some s itu a tio n s  w here  th e  w orkers e ith e r  did not a ttem pt to  
o rgan ize  or w here th ey  tr ie d  and  f i le d , th e  a b se n c e  of a union is  in  
part a re su lt  of th e  a ttitu d e  or a c tio n s  of th e  em ployer. On th e  o ther 
h an d , som e em ployers might d e s ire  a union b e c a u se  of ce rta in  a d ­
v an tag es  (to be covered  la te r ) .
The em ployees or th e  com m unity pub lic  may push  for or a g a in s t 
union o rg an iz a tio n . W hile  th e  a ttitu d e  of one group may favor union 
o rg an iz a tio n , th e  v a rio u s  pow ers of th e  o th er groups may be strong  
enough to  overcom e th e  a tt i tu d e s  of th e  p ro -un ion  group .
T hese a ttitu d e s  and  pow er c o n cep ts  th u s  c o n s titu te  an environm ent 
w ith in  w hich  m anagers have to  make d e c is io n s  and th e s e  d e c is io n s  w ill 
be a ffe c te d  by th e  various fac to rs  o f th e  env ironm en t.
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1. A ttitude of M anagem ent
Although la b o r  m ovem ent th e o rie s  g en era lly  co n sid e r th e  a ttitu d e s  
of w orkers a s  de te rm inan ts of union grow th , in  some c a s e s  th e  a ttitu d e  
of th e  em ployer i s  a s  im portan t if  not more im portant th a n  the a ttitu d e s  
of the  w o rk e rs . E sp e c ia lly  i s  th is  tru e  of th e  southern  em ployer. 
M arsh a ll p o in ts  ou t th a t " . .  . th e  em ployer h a s  probably been  a s  
im portant in  c au s in g  Southern  w orkers to  jo in  or not to  jo in  unions a s  
th e  w orkers th e m s e lv e s ."  *
According to  M a rsh a ll, th e  Southern  "ag ra rian -o rien ted "  w orkers 
seem  to  fe e l th a t th e  b o ss  h a s  th e  n a tu ra l righ t to  con tro l w a g e s , hours 
and w orking c o n d itio n s—th is  righ t g ran ted  by ow nersh ip . This s i tu a ­
tio n  ev o lv es in  p a rt from th e  a tt i tu d e  of th e  w o rk e rs . . T hus, how the 
em ployer fe e ls  abou t u n io n iza tio n  i s  " re sp ec ted "  by the  w o rk e rs . In 
o ther c u ltu re s , th is  i s  not n e c e s s a r ily  s o . If th e  em ployer h as  branch 
p la n ts ,  he w ill  frequen tly  be  l e s s  opp o sed  to  th e  union in  the  b ranch 
p la n ts .  This is  d u e , in  p a r t ,  b e c a u se  i t  is  more convenien t to  deal 
w ith  th e  sam e un ion  th a t i s  in  th e  m ain p la n t , and  b e ca u se  th e  em ployer 
fe e ls  th e re  may be union  tro u b le  e ls e w h e re .
E m ployers, in  many c a s e s ,  encourage  union grow th . Employers 
may encourage  a p a rtic u la r  un ion  to  avo id  a  le s s  d es irab le  un ion .
*Ray M a rsh a ll , "Some F ac to rs In fluenc ing  th e  Growth of U nions 
in  th e  S o u th ,"  IRRA P roceed ings (D ecem ber 2 8 -2 9 , 1960), p . 170.
66
Employers may a ls o  en co u rag e  un ions to  g a in  a d v an tag es  of th e  union 
la b e l as in  th e  c lo th ing  and to b a c c o  in d u s tr ie s . U nions may be e n ­
couraged by em ployers to  h e lp  s ta b il iz e  p rice s  by s tab iliz in g  w ag es as 
in  th e  co a l in d u s try .
Some unions may be d e s ire d  by em ployers to  in su re  th e  em ployer 
a source of sk ille d  w orkers  a s  i s  ev id enced  in  th e  co n stru c tio n  in d u s try . 
O ther em ployers have in a d v e rte n tly  encouraged  un ion iza tion  by m ain­
ta in ing  poor working c o n d it io n s , low w a g e s , and by an ti-u n io n  t a c t i c s . 
M any em ployers have le a rn e d  th a t  un ions c an  perform va lu ab le  pe rsonnel 
fu n c tio n s . One of th e s e  is  ga in ing  a c c e p ta n c e  of p o lic ie s  among em ­
p loyees to  whom such  p o lic ie s  a p p ly . A nother is  he lp ing  the  w orkers 
un ders tand  and a c c e p t ru le s  governing th e  work re la tio n sh ip .
The a ttitu d e  of m anagem ent upon union o rgan iza tion  depends in  
p a rt upon th e  natu re  o f th e  b u s in e s s  and  to  th e  ex ten t th a t com peting 
firm s are u n io n ized . The e m p lo y er 's  a ttitu d e  w ill be more favorab le  
if  he  fee ls  th a t th e  un ions econom ic program co in c id e s  w ith  th e  firms' 
econom ic in te r e s t .^
Em ployers' a t t i tu d e s , ranging  from com plete  accep tan ce  to  
forcefu l re je c tio n  have  a ffe c te d  th e  a b ility  of unions to  o rgan ize  firm s, 
and  in  many c a s e s ,  th e  a ttitu d d  of th e  em ployer w il l  re fle c t th e  type  of 
union  lea d e rsh ip  the  w o rk e rs  have  a fte r  th ey  are  o rg a n iz e d .
2
Richard A . L e s te r . Econom ics of Labor (New York: The M acm illan  
Com pany, 1941), p . 6 3 6 .
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2 . A ttitude of Em ployees
The a tt i tu d e s  of th e  em ployees a re  im portan t in  determ ining 
w hether or no t th ey  w ill  a ttem p t to  o rg a n iz e . P erhaps it  is  an  o v e r­
s im p lifica tio n  to  sa y  th a t  a lab o r union canno t be  o rgan ized  u n til th e  
w orkers se e  a  need  to  o rg a n iz e . In many c a s e s , i f  th e  em ployees se e  
such  a n e e d , th ey  may p o s s e s s  enough pow er to  ge t reco g n itio n . The 
ac tio n s  to  o rg an ize  by th e  em ployees r e f le c t ,  in  g e n e ra l, th e ir  a tt i tu d e s  
tow ard  th e  union  and th e  em ployer. It is  perhaps true  th a t many o rg an iz ­
ing d rives do not re f le c t th e  tru e  a ttitu d e  of th e  m ajority of w o rk e rs , but 
th ey  a re  sw ayed  by  som e w orkers and union o rgan izers  to  push  for rec o g ­
n itio n . In o th er s i tu a t io n s , th e  w orkers may not fee l any need  for 
o rg an iz in g . In  fa c t th ey  may thw art o rgan iz ing  a tte m p ts . An ev en t 
w hich  took  p la c e  a t  th e  L incoln  E lec tric  Com pany in  C lev e la n d , O h io , 
re f le c ts  th is  la t te r  a t t i tu d e .
The L incoln E lec tric  Com pany produces e le c tr ic a l  equipm ent such  
a s  pow er g e n e ra to rs , and  a rc  w eld ing  equipm ent and su p p lie s . In  an  
effort to  e l ic i t  p a rtic ip a tio n  from th e  w o rk e rs , M r. L inco ln , p re s id en t of 
th e  firm , con d u cts  w eek ly  m eetings w ith  re p re se n ta tiv e s  of th e  w orkers 
and low er le v e l su p e rv iso rs . A lthough M r. L incoln co n sid ers  a l l  recom ­
m en d a tio n s, he u su a lly  d e c id e s  the  i s s u e .  Through a p ro fit-sh arin g  
p la n , th e  w orkers a t L incoln  E lec tric  ea rn  co n sid erab ly  more money th an  
th e  industry  av erag e  or o th er a rea  e m p lo y ee s . There are  no e lab o ra te  
r e s t  f a c i l i t i e s ,  or em ployee " s e r v ic e s .1' The p reva iling  ph ilosophy  of
m anagem ent, (and ap p a ren tly  th e  w orkers sh a re  th is  p h ilo so p h y ), is  
th a t th e  p lan t is  a  p la c e  to  w ork—to  w ork hard  and  e ff ic ie n tly —and 
receove  b e tte r  th a n  av erag e  p a y . This ph ilo sophy  seem s to  have been  
a c c e p te d  by th e  w orkers b e c a u se  for many y e a rs  L incoln  E lectric  
Company had one of th e  lo w e s t lab o r tu rnover ra t io s  in  in d u s tr ia l 
s o c ie ty .
There has b e e n  only  one  se rio u s  a ttem p t to  o rgan ize  th e  firm .
•A union o rgan izer announced  th a t  he  w ould  sp eak  to  th e  w orkers during 
th e ir  lunch  h o u r. At th e  a p p o in ted  tim e w hen th e  w orkers s a t  around an  
open sp ace  ea tin g  th e ir  lu n c h e s , th e  un ion  o rg an ize r s te p p ed  up on  a 
box and  began  to  t a lk .  There w as a  ra th e r  la rg e  pow er genera to r near 
by w ith  i ts  motor id lin g  and  a s  soon  a s  th e  o rg an ize r b eg an  to  t a lk ,  a 
w orker opened  th e  th ro ttle  on  th e  g e n e ra to r , drowning ou t th e  w ords of 
th e  o rg an ize r forcing him to  s to p  ta lk in g . W hen  he s to p p e d , th e  w orker 
c lo se d  th e  th ro tt le ,  reducing  th e  motor sp e ed  to  an  id le .  Then th e  
o rgan izer began  to  sp eak  a g a in , and  a g a in  th e  w orker opened  th e  th ro ttle  
and  drow ned ou t th e  w ords u n til  th e  union man sto p p ed  ta lk in g . This 
w ent on for a  coup le  more t im e s , th en  th e  union  o rg an ize r s tep p ed  down 
from h is  box and l e f t .  A lthough th is  exam ple may be som ew hat hum orous, 
i t  seem s to  po in t ou t th e  fa c t th a t u n le s s  th e  w orkers a re  w illin g , no 
o rg an iza tio n  c an  ta k e  p la c e .
3 . A ttitude of Community
Community a c c e p ta n c e  of and  h o s ti li ty  to  o rgan ized  labo r have had
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an  e ffec t on union o rg a n iz a tio n . The g e n era l p u b lic  a ttitu d e  h a s  changed  
over th e  y e a r s , and  to  a la rge  e x te n t union a c t iv i t ie s  a re  supported  by 
th e  p u b lic . In  o ther a re a s  pu b lic  a tt i tu d e  h a s  had  a de terring  e ffec t on 
union o rg an iza tio n .
In  th e  South p a rtic u la rly / th e re  h a s  b een  a  n a tu ra l an tip a th y  for a 
"new power cen te r"  due to  i ts  u p se ttin g  in f lu e n c e . A lso many sou thern  
le a d e rs  fee l th a t unions have an  u p se ttin g  in flu e n ce  on in d u s tr ia l  d e ­
ve lopm en t. This id ea  d e v e lo p s  from th e  a tt i tu d e  th a t s tr ik e s  and unions 
im pede in d u s tr ia l developm ent/ and any th ing  th a t does so  m ust be 
su p p re s s e d .^
The lo c a l p re ss  may a ls o  a c tiv e ly  op p o se  un ions during o rgan izing  
cam p a ig n s . L ocal law  enforcem ent a g e n c ie s  g en e ra lly  re f le c t the  a t t i ­
tude  o f th e  com m unities and u n io n s / a t t im e s , may ex p ec t l i t t le  sym pathy 
from them .
"C itiz en s  C om m ittees" w ere  e s ta b l is h e d  to  r e s i s t  o rgan ized  la b o r . 
T hese  com m ittees w ere tem porary  o rg a n iz a tio n s , born  ou t of fea r  of 
lo s in g  b u s in e ss  firms in  a c i ty .  T hreat o f moving to  ano ther lo c a lity  
c a u se d  lo c a l b u s in e s s  groups to  put p re s su re  on p u b lic  o ff ic ia ls  to  b reak  
s tr ik e s  and "e lim ina te  labor u n io n s ."  As one mayor e x p la in e d , he w as 
a fra id  of th e  property  ow ners in  th e  c i t y , and  he w ould be  a ru ined  man 
if  he w en t a g a in s t th e  fee lin g s  of th e  co m m ittee .^
3M a rsh a ll, o p . c i t . . p . 180.
4
L e s te r , o p . c i t . , p . 654 .
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A p erso n n e l m anager of a  p la n t in  G ad s d e n , A labam a, exp la ined  
th a t  i t  w as much e a s ie r  to  g e t com m unity sen tim en t for th e  company in  
a  sm all tow n th an  in  a la rg e  o n e . T his i s  tru e  b e c a u se  m any sm all 
tow n em ployees a re  dependen t upon one or tw o com pan ies for w a g e s .
Some com m unities in  th e  South  have  p a s s e d  o rd in an ces  making 
i t  a lm ost im p o ssib le  for un ions to  o rg a n iz e . The c ity  of B ax ley , G eo rg ia , 
p a s s e d  an  o rd inance  requ iring  un ion  o rg an iz e rs  to  pay  $ 2 ,0 0 0  for a 
l ic e n s in g  fee  to  o rg a n iz e , p lu s  a $500 fee  for each  m ember who jo ined  
th e  un ion . The U . S .  Suprem e C ourt ru led  th is  u n c o n s titu tio n a l, but 
many lo c a li t ie s  keep  su ch  o rd in an c es  on th e  books to  h a ra s s  union 
a c t iv i ty . ^
4 .  C oncep tua l Framework of Pow er
W hile  th e  a tt i tu d e s  of m anagem en t, e m p lo y ee s , and  th e  com ­
m unity are  im portant in  in h ib itin g  o r fo s te rin g  union o rg an iz a tio n , the  
a tt i tu d e s  a lo n e  on  the  part of e ac h  group i s  u su a lly  no t su ff ic ie n t to  
p roduce r e s u l t s .  R egard less of th e  a t t i tu d e s ,  much depends upon pow er.
In looking  tow ard  pow er a s  a n  approach  to  union o rg an iz a tio n , 
one need  no t be concerned  w ith  th e  u ltim a te  o b je c tiv e s  o f o rgan ized  
la b o r . It is  a ssum ed  th a t  lab o r o rg a n iz a tio n s  a re  co n cern ed  w ith  the 
a c q u is itio n  a n d /o r  re ten tio n  of p o w er. P ow er, in  th e  m eaning app lied  
h e re , i s  th e  a b ili ty  to c a u se  or p rev en t c h a n g e . The a ffec to rs  of change
^ M a rsh a ll, op . c i t . ,  p .  181.
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c o n sid e re d  here are econom ic , m oral, p h y s ic a l ,  and p o lit ic a l  pow er. 
N e ithe r m anagem ent, la b o r , nor th e  com m unity w ill n e c e s sa r ily  have 
a  m onopoly on th e se  pow ers a t any one t im e .
A person  or group may hold  econom ic pow er w hen he h as th e  
a b ili ty  to  e ith e r grant or w ithho ld  goods and  s e r v ic e s .
M oral pow er i s  th e  a b il i ty  to  c a u se  or p revent change 
by  appealing  to  fundam ental c o n c e p ts  o f  r ig h tn e ss  (which 
w i l l ,  of c o u rse , vary  from c u ltu re  to  cu ltu re ): and  p h y s ic a l 
pow er i s  th e  a b ility  to  c a u se  or to  p reven t change through 
th e  u se  of p h y s ic a l fo rc e . P o li t ic a l  p o w e r , . . .  i s  rea lly  a 
conglom eration  of p h y s ic a l ,  econom ic  and  m oral pow er and 
i s  th e  a b ility  to  c a u se  change by co n tro lling  th e  p a rticu la r 
e n tity  involved.®
D ifferent o rg an iza tio n s w ill  re sp o n d  to  d iffe ren t k inds of power 
depending  upon th e ir  p a rticu la r  fu n c tio n  and  th e  k inds of power th ey  
se ek  or a lread y  h a v e . S tanding a lo n e , pow er m erely determ ines th e  
" a b ility "  to  c au se  ch an g e . C hange o c cu rs  on ly  w hen pow er is  fo cu sed  
and  a p p lied  on th e  o rg an iza tio n  (em ployer, governm ent o f f ic ia l ,  w orkers, 
e tc . )  th a t  is  expec ted  to  m ake th e  d e s ire d  c h a n g e . M otivation  and  
s tra te g y  a re  involved in  bringing pow er to  b e a r  upon an  o rg an iza tio n  
w here  s tra teg y  i s  defined  a s  th e  e ff ic ie n t a p p lic a tio n  of pow er. W hile  
a  group may be d e fic ien t in  one type  of pow er, i t  m ust have su ffic ien t 
pow er o f ano ther type to  overcom e th e  d e f ic ie n c y . For exam p le , a
Ray M a rsh a ll, "Some F ac to rs In flu en c in g  the  Grow th of U nions 
in  th e  S o u th ,"  A m im eographed m an u scrip t d is tr ib u te d  to  th e  Economics 
125 c la s s  during the  summer s e s s io n ,  1961, p .  5 .
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union may not have ad eq u a te  m oral pow er to  fo rce  an  em ployer to  chage 
p o s i t io n s ,  but p h y s ic a l and econom ic pow er a v a ila b le  may be su f f i­
c ie n t to  c a u se  th e  d e s ire d  c h a n g e .
Before a union can  o rg an ize  a firm  a g a in s t an  em ployer’s w il l ,  
th e  w orkers involved must be  a b le ,  th rough  pow er, to  fo rce  th e  em ­
p loyer to  sh a re  in  th e  form ulation of w ork ru le s  w ith  th e  u n io n . And 
before  a un ion  can  grow , i t  m ust have th e  pow er to  overcom e th e  fo rces 
re s is t in g  i t s  ex ten sio n  in to  o ther and new  a r e a s .
B. Environm ental Fram ework for B argaining
Even a fte r a union h as b een  c e r tif ie d  a s  th e  ba rga in ing  agen t for 
a p a rtic u la r  group of w orkers in  a  firm , th a t firm s t i l l  may no t be e ffe c ­
tiv e ly  o rg an iz ed . For a firm to  b e  e ffe c tiv e ly  o rg a n iz e d , i t  m ust have 
a c o n tra c t, and to  g e t a s ig n ed  c o n tra c t th e re  m ust be  b a rg a in in g , but 
no law  c a n  ac tu a lly  force  an  em ployer in to  a  c o lle c tiv e  ag reem en t.
And th e  e x te n t of an  ag reem en t, i f  th e re  i s  o n e , i s  th e  re su lt  of many 
fac to rs  invo lved  in  th e  ba rga in ing  p ro c e s s —i . e .  th e  ir t e ra c tio n  of 
o rg an iza tio n s  in  an env ironm en t. D unlop s a y s  th a t  "C o lle c tiv e  b a rg a in ­
ing i s  th e  p ro ce ss  of accom m odation of m anagem ent and union  o rg an iza ­
tio n s  in  a  p a rticu la r env ironm en t. 11? ^ I ta l ic s  o r ig in a l / .
7
John T . Dunlop and W illiam  Foote W h y te , "Framework for th e  
A nalysis of In d u s tria l R ela tions: Two V ie w s ."  In d u s tr ia l  and Labor 
R ela tions R eview , V ol. 3 , N o. 3 ,  A pril, 1950 , p .  385 .
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There may be one or more o rg a n iz a tio n s  on e ac h  s id e .  No ju d g e ­
ment o f re s u lts  i s  in tended  by u se  of the  term  "accom m odation ."  It 
sim ply  m eans th e  p ro cess  o f ba rga in ing  b e tw e e n  o rg a n iz a tio n s . Further/ 
i t  shou ld  be  em phasized  th a t accom m odation  ta k e s  p la c e  only in  a 
p a rtic u la r  environm ent—th is  environm ent may be fa ir ly  s ta b le  or rap id ly  
c h an g in g . Dunlop d is tin g u ish e s  four f a c e ts  of th e  environm ent a s :
(a) th e  work se ttin g  in  term s of te c h n ic a l  and  p h y s ic a l c o n d itio n s ,
(b) th e  s ta tu s  of th e  labo r re so u rce  m arket and  product m arke t, (c) th e  
environm ent of th e  re la tio n s  of th e  p a r t ie s  in v o lv e d —includ ing  th e  r e la ­
tio n s  of th e  union to  o ther un ions and  th e  m anagem ent to  o th e r m anage­
ment in  i t s  labor re la tio n s  p o l ic ie s , and  (d) "the i d e a s , b e l i e f s , and 
v a lu e  judgm ents in  th e  comm unity and  in  th e  in d u s try  in  w hich  th e
o
p a rtie s  b a rg a in ."
It i s  w ith in  th e  to ta l  co n tex t o f th e  env ironm en ta l fram ework th a t 
barga in ing  s tra te g y , m anagem ent and  un ion  re sp o n se  to  dem ands, and th e  
ro le  of bargain ing  and a rb itra tio n  w ill  be c o n s id e re d .
1 . Some G enera l P o lic ie s  Towards B argain ing
The federa l law s requ ire  com pan ies engaged  in  in te r s ta te  com m erce 
to  b a rg a in  w ith  un ions w hich re p re se n t th e  m ajority  of em ployees in  a 
p a rtic u la r  u n it. M ost b u s in e s s e s  o p e ra tin g  in s t r a s ta te  are  requ ired  to  
b a rg a in  by s ta te  la w s . H ow ever, th e re  i s  no com pulsion  for lab o r and
^ Ib id . ,  p p .  386-387 .
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m anagem ent to  come to  a n  ag reem en t. T h u s, m anagem ents u su a lly  
adop t a  p o licy  in  "dea ling"  w ith  u n io n s . A lthough th e re  a re  p robably  
a s  many sp e c if ic  p o lic ie s  a s  th e re  a re  em p lo y ers , Newm an and Logan
Q
c la s s ify  barga in ing  p o lic ie s  in  se v e ra l g e n e ra l c a te g o r ie s .
(a) B elligeren t P o licy . Em ployers w ho m ain ta in  th is  p o licy  w ill  
ba lk  a t union a c tiv ity  a t every  opportun ity ; th ey  w ill m ake no c o n c e s ­
s io n  if  i t  is  a t  a l l  avo idab le ; and w ill  do a l l  th e y  can  to  w eak en  th e  
u n io n s . T hese em ployers u su a lly  d is tru s t  th e  un ions and try  to  d isc re d it  
them  in  the  e y es  o f th e  w o rk e rs . It is  hoped  th a t  th e  em ployees w ill  
" rep u d ia te  th e  union and it  w ill  no longer have  to  be rec o g n ize d  a s  th e  
barga in ing  a g e n t ."
(b) "The 'H orse-T rading* A p p ro a ch ." U nder th is  p o lic y , th e  
em ployer may reco g n ize  th e  union  a s  be ing  in e v ita b le —but conniv ing  
and  u n re lia b le . Following th is  a p p ro a ch , m anagem ent may seek  to  so lv e  
im m ediate  problem s w hile  a t th e  sam e tim e v io la tin g  sound  hum an r e la ­
tio n s  p r in c ip le s . It h a s  b een  c o n s id e re d  a q u e s tio n  of ou tsm arting  th e  
o th e r p a r ty .
(c) "Follow  th e  L ea d e r."  Some em ployers fee l th ey  are  to o  sm all 
and  w eak  to  s ta n d  out a g a in s t th e  union  and  w ill  se ek  to  e s ta b l is h  a 
g e n e ra l understand ing  w ith  th e  union th a t th e y  w ill  pay w ag es  th a t  have
9
W illiam  H . Newman and Jam es P . L ogan . B u sin ess  P o lic ie s  and 
M anagem en t. 4 th  e d . (C inc inna ti; S o u th -W este rn  P ub lish ing  C om pany, 
1959), p p . 2 9 6 -2 9 7 .
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b e e n  ag reed  to  by lead in g  com pan ies in  th e  in d u s try  or a r e a . This 
"po licy  of appeasem en t"  may be  a d v an tag e o u s  to  th e  com pany under 
som e c ircu m stan ces  . H ow ever, a f te r  hav ing  w on th e s e  w ages th e  
union  may a sk  for m ore, and w ithou t c o n s id e rin g  lo c a l a d a p ta tio n s , 
a  sm a ll firm may be  in  tro u b le .
(d) "S traight B usiness R e la tio n s h ip s . " T his is  a s tra ig h t­
forw ard approach  to  n e g o tia tio n s  re f le c tin g  a more m ature v iew poin t 
of in d u s tr ia l  r e la t io n s .  This type  of p o lic y  c an  be  fo llow ed only a fte r 
o rg an iz a tio n  and reco g n itio n  i s  s e t t le d  and  m utual t ru s t  and confidence 
p re v a i l .  There ce rta in ly  may b e  d is a g re e m e n ts , b u t th ey  w ill be a p ­
p roached  on a "b u s in e ss lik e "  b a s i s .  A p o licy  of th is  type  may have 
evo lved  only  after s e v e ra l y e a rs  of s ta b le  un ion  o rg a n iz a tio n .
(e) Employer A sso c ia tio n : W hile  som e firm s may adopt any one 
of th e  above p o l ic ie s , they  may fe e l to o  w eak  to  hand le  the  s itu a tio n  by 
th e m s e lv e s . Some la r g e , strong  un ions w ith  am ple funds a re  ab le  to  
b a rg a in  a g g re ss iv e ly  w ith  sm all in d ep en d en t em ployers to  th e  ex ten t of 
dom inating  th e  em p loyers ' lab o r re la tio n s  p o l ic y . This type  of s itu a tio n  
h as  c a u se d  many of th e  sm a lle r em ployers to  form a s s o c ia t io n s  to  
s tre n g th e n  th e ir  bargain ing  p o s it io n .
In th e ir  d e c is io n s  to  jo in  fo rces to  b a rg a in  c o lle c tiv e ly  w ith  u n io n s ,
^ D a n ie l  M. S la te ,  "Trade U nion B ehavior and  th e  Local 
E m ployers ' A s s o c ia t io n ," In d u s tr ia l and  Labor R e la tio n s R eview ,
V ol. l l ju N o . 1 , O c to b er, 1957, p .  4 2 .
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the  em ployers hope for b e n e f i ts .  Among su c h  b en efits  a re : (1) labor 
re la tio n s  program conducted  a t  a low er c o s t . Through th e  u se  of a 
p ro fe ss io n a l labor re la tio n s  m an, th e  firms a re  he lped  b e c a u se  the  
c o u n se l a c ts  a s  th e  primary re p re se n ta tiv e  o f  th e  a s s o c ia t io n .  He 
a lso  n e g o tia te s  and  ad m in iste rs  the  m u ltip le -em p lo y er a g re em e n ts , 
p ro c e s s e s  a l l  g riev an ces beyond th e  in i t ia l  s ta g e .
W hile  th e  sm all em ployer b e n e fits  p e rh ap s  more re la tiv e  to  th e  
la rg e  firm s, th e  in c e n tiv e s  for in d iv id u a l em p loyers to  form a n  a s s o c ia ­
tio n  vary  w ith  the in d u s tr ie s  invo lved  and th e  g en era l econom ic c o n te x t, 
bu t i t  seem s th e  m ost im portan t s in g le  fa c to r  in  creating , a need  for 
em ployer a s s o c ia t io n  is  th e  re la tiv e  s iz e  a n d  behav io r o f th e  u n io n .11
Large firms have a ls o  tr ie d  " jo in t"  b a rg a in in g . In  the rubber 
in d u s try , th e  big four (G oodyear, G o o d rich , U . S .  R ubber, and  F ire s to n e ), 
and to  a l e s s e r  e x te n t, sm a lle r com panies t r ie d  to  n eg o tia te  w ith  the  
unions for th e  rubber g roup . B argaining c o n fe re n c e s  broke down a fte r  
tw o a t te m p ts . Sm aller com panies d id  not jo in  th e  big four and no in ­
d u s try -w id e  bargain ing  d ev e lo p ed .
(f) "U nion-M anagem ent C o o p e ra tio n . " T his type  of po licy  h as 
b een  e s s e n t ia l ly  an  experim en tal one and d e s e rv e s  more em p h asis—th u s 
i t  w ill  be  d is c u s s e d  more fully  b e lo w .
The above exam ples c o n s titu te  some o f  th e  more common union
^ I b i d . , pp. 54-55
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p o lic ie s  of m anagem ent. There are  many com bina tions and  v a r ia tio n s , 
th e  d is c u s s io n  of w hich i s  beyond th e  sco p e  of th is  s tu d y .
One po in t seem s c e rta in ; th e re  w il l  be  l i t t le  hope for c o n s is te n t 
and  re a lly  e ffe c tiv e  in d u s tr ia l re la tio n s  u n til m anagem ent form ulates 
a  b a s ic  po licy  to  guide i t  in  d ea lin g  w ith  lab o r r e la t io n s . The type  
and  e x te n t of such a po licy  w ill  be de te rm ined  to  a g rea t ex ten t by 
th e  p reva iling  la b o r—m anagem ent re la tio n s  env ironm en t.
2 .  B argaining S trategy
a .  N e c e ss ity  for understand ing  cogen t f a c to r s . In  some in s ta n c e s ,
a  m anager may be unab le  to  g e t a com plete  p ic tu re  o f , o r in te rp re t,
env ironm enta l fac to rs a s  w e ll a s  he sh o u ld . The re s u lts  o ften  can  be
1?c o s t ly .  As an  exam ple , co n s id e r th e  c a s e  of a  W est C o a s t firm .
During WW II the  com pany d id  a  lo t o f foundry w ork for th e  
governm ent. P o st-w ar o rders d e c lin e d  to  th e  po in t w here the  foundry 
s e c tio n  w as lo sing  m oney. In  barga in ing  o v e r w a g e s , th e  union d e ­
m anded the  a rea  w age fo r foundrym en th a t  th e  union  had  been  su c c e ss fu l 
in  ob tain ing  from th e  em ployers a s s o c ia t io n .  The union  agen t to ld  the 
m ed iato r th a t th e  union cou ld  not a c c e p t a  w ag e  le s s  th a n  th e  a rea  wage 
b e c a u se  th e  em ployers ' a s s o c ia t io n  w ould  u se  th is  a s  an  a tta c k  to  low er 
a re a  w a g e s . The com pany to ld  th e  m ed iato r th a t  it  cou ld  not pay  th e
17 Edward P e te r s . S tra teg y  and  T a c tic s  in  Labor N ego tia tions 
(New London; N ational Forem en 's I n s t i tu te ,  1955), p p . 4 9 -6 0 .
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a re a  w age a s  the foundry se c tio n  w as a lre a d y  lo s in g  m oney, and ra ther 
th a n  pay the  w a g e , the  foundry s e c tio n  w ould  have  to  be  c lo s e d . After 
m ediation  fa ile d , th e  union p u lled  out th e  en tire  p lan t on s t r ik e . After 
s e v e ra l months th e  firm announced  th a t  i t  w as c lo s in g  th e  foundry 
s e c t io n . The union agen t con fided  in  th e  m ediato r th a t  he cou ld  not 
c a l l  off th e  s tr ik e  im m ediately  b e c a u se  i t  w ould look lik e  a  s tr ik e  w as 
c a lle d  to  c lo se  th e  foundry and pu t un ion  m em bers out of w ork .
S evera l days la te r  th e  union v o ted  to  go b ack  to  work and to  have 
th e  union f ile  an unfair p ra c tic e  charge  a g a in s t  th e  firm . The union 
ag en t did not expec t th e  charge  to  s t i c k ,  bu t it  w a s  a ta c t ic a l  move by 
th e  union in  an  effort to  sa v e  f a c e .  The charge  w as d ism is se d  by the  
Labor Board. The union ag en t la te r  s a id  if  m anagem ent had in te rp re ted  
th e  s itu a tio n  r ig h t, the  ra is e  in  pay  for th e  foundry w orkers w ould have 
b een  g ran ted  (to p ro tec t th e  a rea  w age); sho rtly  th e re a f te r  m anagem ent 
cou ld  have c lo se d  th e  foundry w ith o u t an  e x p e n s iv e  s t r ik e .  In  th is  
s i tu a t io n , ev iden tly  m anagem ent cou ld  no t p e rc e iv e  and  co rrec tly  
in te rp re t th e  o v e ra ll env ironm ent. C lo s in g  th e  foundry cou ld  have b een  
done a t a  sm aller c o s t .
b .  G enera l s tra te g y . Downing su g g e s ts  th a t  m anagem ent se p a ra te  
th e  u n io n s ' dem ands in to  " n o n -c o s t"  and  "co s t"  item s and  to  defer th e  
la t te r  u n til a l l  th e  former have  b e en  ta k e n  ca re  o f . Downing fe e ls  th a t 
m ost of th e  co n flic t h inges around m oney in  one form or th e  o th e r , and 
i t  i s  b e s t  to  tak e  c a re  of a l l  n o n -c o s t item s befo re  co n sid erin g  c o s t i te m s .
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It is  a ls o  fe l t  th a t i t  is  good m anagem ent s tra te g y  to  p lac e  th e  union 
in  a p o s itio n  of having to  rec ip ro ca te  a fte r  m anagem ent has "m oved" 
to  i t s  bargain ing  p o s it io n . I t i s  a ls o  c o n sid e re d  good s tra te g y  for 
m anagem ent to  a c t only "in  i ts  tu rn" to  p reven t som e u n d esirab le  
c o m p lica tio n s . W hen th e  n eg o tia tio n s  g e t down to  "b ra ss  ta c k s "  and 
th e  union a sk s  for a  15<r per hour w age  in c re a s e  bu t is  a c tu a lly  w illin g  
to  s e t t le  for 8£ per hour, how w ill m anagem ent r e a c t?  It is  d iff icu lt to  
sa y  w hat any one m anager w ould  d o , bu t in  g e n e ra l i t  may be ex p ec ted  
th a t  m anagem ent w ill  co u n te r th e  dem and. Suppose  m anagem ent i s  
w il lin g , i f  n e c e s s a ry , to  g ran t a  5$ per hour in c re a s e ,  but a c tu a lly  
inform s th e  union th a t  no w age in c re a s e  can  be  e x p ec te d  th is  y e a r .
The union h as a ba rga in ing  cu sh io n  of 9<r and  th e  com pany h as  a 
cu sh io n  of 5<r. The d iffe rence  b e tw een  th e  u n io n 's  minimum or "rea l"  
figure  and  m anagem ent's maximum or " re a l figure" is  3<r. This 3£ sp read  
i s  lik e ly  to  be  th e  u ltim ate  barga in ing  a re a .  As g en era lly  i s  th e  c a s e ,  
bo th  p a r tie s  w ill re tre a t from th e ir  o rig in a l p o s itio n s  and move tow ard  
th e  " c o lte r .
Now assum e th a t bo th  p a rtie s  have  reach ed  th e ir  " rea l"  f ig u re s .
A tem porary  im p asse  may be re a c h e d . M anagem ent may now be faced  
w ith  th e  th re a t of a  s tr ik e ,  and  a s  a g en e ra l ru le  w ill  re a p p ra ise  i ts
^ T h o m as G« D ow ning, "S tra tegy  and T ac tic s  a t th e  B argaining 
T a b le ."  P e rso n n e l. Vol. 3 7 , N o. 1 , Jan u a ry -F eb ru a ry , 1960, p p . 5 8 -6 3 .
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p o s itio n . I s  a s tr ik e  w orth  3£ per hou r?  Of c o u rs e , the  union w ill  
have to  answ er th e  sam e q u e s tio n . The dead lock  m ight re su lt in  a 
com prom ise e ith e r th rough  com ple te ly  vo lun tary  n e g o tia tio n s , or w ith  
th e  h e lp  of a  c o n c ilia to r .
U nder the  fo rego ing  ex am p le , m anagem ent had  one of th ree  
c h o ic e s .  C oncede to  th e  u n io n s ' " fin a l"  dem and of 8$; com prom ise; 
or s ta n d  fa s t  to  i ts  5$ p o s i t io n . If th e  com pany d ec id es  to  stand  f a s t ,  
i t  can  ap p ea l to  th e  em ployees a s  to  th e  re a so n a b le n e ss  of i ts  o ffe r.
This may be  done th rough  le t te r s  se n t to  th e  em p lo y ees ' hom es and 
w ith  su p erv iso rs  m eeting w ith  th e  w o rk e rs . Som etim es the  tid e  c an  
be swung in  favor o f m anagem ent. C e r ta in ly , a l l  bargain ing  procedures 
a re  not a s  sim ple a s  th is  i l lu s t r a t io n ,  but th e  exam ple does point ou t 
th e  g en era l nature  o f th e  p r o c e s s .  From e x p e rie n c e , there  a re  g en era l 
"ru les " e s ta b lis h e d  for m anagers en te rin g  in to  n e g o tia tio n s .
c .  S tra tegy  o f B oulw areism . G en era l E lec tric  fee ls  th a t i t  i s  up 
to  the  com pany to  find  out w h a t it  c an  fa irly  and  leg itim a te ly  offer in  
c o lle c tiv e  b a rg a in in g , th e n  s t ic k  to  i t s  o ffer re g a rd le ss  of w hat may 
h ap p en . G enera l E lec tric  a n sw e rs  w ith  only  one c o u n te r-p ro p o sa l, bu t 
m anagem ent w ill no t budge from i t s  p o s it io n , w he ther m ediation , th e  
governm ent, or a s tr ik e  c o m e s . A ccording to  M r. Boulw are, G enera l 
E lec tric  d ec id es  w hat is  fa ir  and  s t ic k s  to  i t  w ith  no hagg ling .
This ty p e  of barg a in in g  ta c t ic  i s  known a s  the  "hard l in e ."  I t  is  
aim ed d ire c tly  a t th e  w o rk e rs , and  th e  su c c e s s  of th e  'ihard line"  depends 
upon i t s  e ffe c t on th e  w o rk e r.
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For sev en ty  y e a rs  p rio r to  1947, G enera l Electric* although 
ach iev ing  many a cc o m p lish m en ts , did  not en joy  env iab le  re la tio n s  
w ith  the  pub lic  or th e  w o rk e rs . G en era l E lec tric  felt i t  w as not so  
much th a t th e ir  re la tio n s  w ere  b a d —rath e r th ey  w ere poor, w hich  w as 
about par for th e  a v erag e  A m erican co rp o ra tio n . The com pany fe lt th a t 
th e  harder i t  t r ie d ,  and  th e  more i t  got d o n e , th e  more m isu n d ers tan d ­
ing and d isap p ro v a l th e y  e x p e rie n c e d .
The com pany th e n  em ployed re so u rce s  and techn iques (that had 
worked so  w e ll in  m arketing) to  su rvey  th e  w orkers to  try  to  find out 
w hat w as n eed ed  to  s a t is fy  th em . It w as d iscovered  th a t th e  w orkers 
w anted  "fair"  w a g e s , d e c e n t w orking c o n d itio n s , honest su p e rv is io n , 
and equal opportun ity  to  p r o g r e s s . According to th e  com pany, th is  
is  w hat th ey  w an ted  to  g ive  to  th e  w o rk e rs , and in  f a c t ,  w hat the  
company in ten d ed  to  p ro v id e . The company a lso  felt th a t th e  w orkers 
w ere a lready  g e ttin g  p re tty  c lo s e  to  w hat th ey  w an ted . One m ajor ta s k  
th en  w as a se llin g  cam paign  to  make th e  w orker cognizant o f  w hat he 
w as getting  and "who w as provid ing  i t . "  Through year-lo n g  re s e a rc h , 
union lite ra tu re  is  s tu d ie d , em ployees' a ttitu d e s  are so u n d ed , co m p en sa ­
tio n  p ra c tic e s  a re  a n a ly z e d , and  th en  a l l  th e  inform ation and  ev idence  i s  
carefu lly  s if te d .
■^Allan W e ise n fe ld  an d  M onroe B erkow itz, "A New Look in  
C o llec tiv e  B a rg a in in g /1 Labor Law Tournal. Vol. 6 , N o . 8 , A ugust,
1955, p . 562.
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A fter th e  re s e a rc h  is  fin ish ed  and  th e  ev id en ce  w e ig h ed , th e  
com pany th e n  s e le c ts  th e  proper tim e and m akes th e  o ffe r , v o lu n ta rily  
inc lud ing  every th ing  th a t  th e  re se a rc h  had  in d ic a te d  th a t  shou ld  be  in  
th e  o ffe rin g . G e n era l E lec tric  tr ied  to  in su re  th a t every th ing  w hich  
w as in c lu d ed  m easured  up to  w hat w as righ t "by every  re a so n a b le  
s ta n d a rd ."
The com pany s tu ck  to  i ts  p o s itio n , a s  w as ev id en t in  1953 w hen 
th e  union  s tru ck  th e  E v an d a le , Ohio p lan t for n ine w e e k s , and  th e  
S y ra c u s e , New York p lan t for e igh t w e e k s . The w orkers cam e back  to  
work on th e  co m p an y 's  te rm s . In N ovem ber, 1954, th e  B loom field , New 
Je rsey  p lan t w as s tru ck  for four w e e k s . The is s u e  in  th is  d isp u te  
c en te re d  around th e  "ap p lica tio n  of sen io rity  to  shop s te w a rd s . " W hen 
th e  w orkers resum ed  work on company te rm s , m anagem ent began  p re ­
sen tin g  i t s  p o s itio n  to  th e  em ployees through l e t t e r s ,  te l l in g  th e  w orkers 
th a t th e  com pany took  th e  s tr ik e  b e ca u se  i t  had  to  do w hat w as rig h t 
a t  a l l  t im e s . The com pany in s is te d  on doing th e  righ t th in g  v o lu n ta ry . 
The com pany s ta te d  th a t i t  d id  not have to  be  dragged  runw illing ly" in to  
doing th e  righ t th in g , n e ith e r w ould i t  be pushed  in to  doing th e  wrong 
th in g . Through th e s e  le t t e r s ,  G enera l E lec tric  to ld  th e  em ployees th a t 
i t  w as th e  union  o ff ic ia ls  who w ere "d ilu ting"  sen io rity  p o s itio n s  
through  th e  u n io n 's  dem and for s te w a rd s , w h ile  th e  com pany w as p ro ­
te c tin g  th e  se n io rity  sy s te m .
During th e  S y racu se  s tr ik e , G enera l E lec tric  w aged  a w ar of nerves 
a g a in s t th e  u n io n s . The com pany p laced  tw o -fu ll page  a d s  in  tw o lo c a l
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d a ily  new spapers each  day for alm ost e igh t w e e k s . At th e  sam e tim e 
th e  com pany bought da ily  tim e over lo c a l rad io  s ta t io n s .  One n ew s­
pap er ad  su g g e s te d  th a t  th e  s tr ik e rs  shou ld  rem ove th e  lab o r le a d e rs  
from o ffice  who had "so ld  them  down th e  r iv e r .
As is  s e e n  from ab o v e , fa ilu re  to  come to  te rm s som etim es re s u lts  
in  a s t r ik e . The s tr ik e  is  not to  be co n sid ered 4 m au to n o m o u s even t; 
ra th e r , i t  i s  an  in te g ra l part of th e  n eg o tia tio n  p ro c e s s .
The p o licy  of G enera l E lectric  in  d ea lin g  w ith  la b o r  unions h as 
becom e known a s  Boulw areism , named a fte r  th e  v ic e -p re s id e n t ,  em ­
p lo y ee  and P lan t Community R e la tio n s . M r. B ou lw are 's  a tt i tu d e  is  
e x p re ss e d  in  th e  follow ing fac to rs :
(1) M anagem ent has a tendency  of going d ire c tly  to  th e  w orkers 
w ith  i t s  d a y -to -d a y  p rob lem s. As a r e s u l t ,  th e  un ion  is  o ften  b y p a sse d .
(2) M anagem ent t r ie s  to  conv ince  the  em ployees th a t  i t  is  s in ­
c e re ly  in te re s te d  in  th e ir  w elfa re  and th a t  i t  i s  doing every th ing  w ith in  
i t s  pow er to  prom ote th e  em p loyees ' w e lfa re . By doing t h i s ,  m anagem ent 
h o p es to  w in  th e  em p lo y ees ' a lle g ia n c e .
(3) M anagem ent determ ines its  b e s t  o ffe r , s t a te s  th a t  th is  is  a 
f in a l o n e , and  s e ts  a  dead line  for the  union to  a n sw e r. The union  is  
a ls o  w arned  th a t th e re  w ill be no re tro ac tiv ity  for any  la te r  s e ttle m e n t.
15"Spring W age B argaining—G . E . Alone P lays i t  T ough ,"
F o rtu n e , Vol. 4 8 , Ju ly , 1953, p p . 58.
l ^ c a r l  M . S te v e n s , S tra tegy  and C o lle c tiv e  B argain ing  N eg o tia ­
tio n  (New York: M cG raw -H ill Book C om pany, I n c . ,  1963), p .  6 .
(4) The o ffer is  a ls o  com m unicated d ire c tly  to  th e  w orkers and 
the  p u b lic .
The ph ilosophy  behind  Boulwareism  is  to  m inim ize c o n flic t—by
defying th e  unions to  make t r o u b l e .^  According to  a v ic e -p re s id e n t
of G en era l E lectric*  th e  company m akes i t  c le a r  to  th e  union th a t the
com pany is  w illing  to  make ch an g es th a t  a re  ju s t if ie d  by th e  f a c ts .
The ph ilo sophy  is  th a t a ll  em ployees shou ld  know w hat is  going on
a t th e  bargain ing  ta b le —to  h ear both  th e  com pany 's  and  th e  u n io n 's
v iew p o in ts  on th e  i s s u e s .  After th e  em ployees have  heard  and w eighed
th e  i s s u e s ,  th e  com pany fe e ls  th a t th e  w orkers shou ld  a d v ise  th e ir
18union o ff ic ia ls  a s  to  th e  s ta n d  th ey  w ant to  m ak e .
It is  fe lt th a t th e  key  to  pow er in  lab o r re la tio n s  is  to  w in  th e  
a lle g ia n c e  of th e  w o rk e rs . H olding th is  a lle g ia n c e  is  im portant in  
lo n g -ran g e  "p reven tive"  m easu res in  labo r r e la t io n s .  W inning th e  
w o rk e rs ' a lle g ia n c e  does not m ean div id ing  w orkers and lab o r le a d e rs  
by underm ining th e  w o rk e rs ' con fidence  in  th e  u n io n . A lleg iance  can  
be w on  by dem onstra ting  to  th e  em ployees th a t  th e  com pany can  be d e ­
pended  upon on i ts  own in itia tiv e ; m anagem ent does not fe e l i t  needs
•^Robert N . M cM urry, "W ar and P eace  in  Labor R e la tio n s ,"  
H arvard B u sin ess  R eview . Vol. 3 3 , N o. 6 , N ovem ber-D ecem ber, 1955, 
p p . 4 8 -6 0 .
18Virgil B. D ay , "New C h a llen g es  for L abor-M anagem ent R ela­
t io n s ,"  A p rin ted  a d d re ss  g iven  before  th e  jo in t m eeting  of th e  N ational 
A sso c ia tio n  of M an u fac tu re r 's  C le r ic a l A dvisory C o u n c il and C le rg y - 
In dustry  R ela tions C om m ittee , January  16, 1962 , p .  6 .
th e  prodding of th e  labo r un ion  to  rem ind i t  of th e  need  of th e  workers* 
secu rity  and  good w orking c o n d it io n s . This is  a  b a s ic  b e lie f  of 
B oulw areism .
One primary determ inan t o f th e  lab o r re la tio n s  atm osphere is  th e  
p e rso n a lity  and ph ilo sophy  of to p  m anagem ent. McMurry fe e ls  th a t 
th e  top m anager of a firm m ust b e  of a  type  p erson  "Who can  conform 
reaso n ab ly  c lo se ly  to  w hat th e  w orkers w a n t—a s tro n g , e ffec tiv e  
le a d e r who ra d ia te s  s e c u r i ty ." 1-9 Further he  n eed s to  be qu a lified  
to  "sym bo lize” h is  e n te rp r ise  b o th  to  th e  em ployees and to  the  p u b lic . 
E v iden tly , G enera l E lec tric  h as  b e e n  ab le  to  do an  adequate  job  of t h i s .
In order for m anagem ent to  m inim ize th e  b a s is  for d is s a tis fa c tio n  
i t  m ust have  an  a g g re ss iv e  c o u n te rb a lan ce  to  "hold th e  lin e "  w ith  th e  
u n io n . This is  provided  th rough  th e  Boulw areism  type  of t a c t ic s .
It h a s  b een  s a id  th a t  B oulw areism  i s  much more than  a n e g o tia ­
tio n  tec h n iq u e —it  i s  a  ph ilo so p h y  o f  labor-m anagem ent re la tio n s . It 
invo lves y e a r round open com m unications w ith  em ployees so  th a t th ey  
a re  adequate ly  ap p ra ised  o f th e  fa irn e ss  of th e  p r o p o s a l ,  ^  9
For se v e ra l y e a r s ,  G e n e ra l E lec tric  he ld  s tr ic tly  to  B oulw areism . 
I t  seem s th a t  now th e  com pany m ight be sh iftin g  i ts  "h a rd -lin e"  po licy  
a  l i t t l e .  Many firm s and in d u s tr ie s  h ave  fa lle n  in  lin e  w ith th e  "new
19 M cM urry. o p . c i t . .  p .  5 5 .
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era" o f c o lle c tiv e  b a rg a in in g . U nder th e  new approach , m anagem ent 
and labor com m ittees  m eet c o n tin u a lly —or a t le a s t  se v e ra l tim es — 
during the  y e a r .  I t  i s  fe lt  th a t th e  y ear-ro u n d  com m ittees are th e  b e s t 
"p reven tive" th a t  e ith e r  labo r or m anagem ent have found.
G en era l E le c tr ic  in  th e  spring of 1963 agreed  to  "p repact e x p lo ra ­
tio n s  of c o n tro v e rs ia l  ba rga in ing  is s u e s  w ith  the In te rn a tio n a l U nion o f . 
E lec trica l W o r k e r s . G e n e r a l  E lec tric  s t i l l  b e lie v e s  in  firm ness in  i t s  
d e a lin g s  w ith  th e  u n io n , bu t th e  fac t th a t th e  company i s  w illin g  to  
d is c u s s  i s s u e s  aw ay  from th e  reg u la r bargain ing  ta b le  deno tes a tu rn  
in  barga in ing  ph ilo sophy  for th e  com pany.
The h a rd  lin e  a s  p ra c tic e d  fa irly  su ccessfu lly  by G enera l E lec tric  
for se v e ra l y e a rs  i s  p robably  no t su ite d  for a l l  f irm s . The G en era l 
E lec tric  approach  ta k e s  "high le v e l th ink ing  and a w ealth  of inform a­
t io n . " 2 2  The B oulw areism  p o s itio n  i s  not one to  b e  ta k e n  on th e  spur 
of th e  moment in  re s p o n s e  to  some d is lik e  of union a c tiv ity . Any com pany 
considering  th is  ap p ro ach  m ust be p repared  to  tak e  a long s t r ik e . F a ilu re  
may m ean d i s a s te r ,  and  th e  firm could  be le f t  in  a far w orse  p o s itio n  th a n  
if  i t  had  not ta k e n  th e  s ta n d . If a com pany makes a  s tan d  a s  im m ovab le , 
and if  the  un ion  c a n  move i t  from i ts  p o s itio n , o ther announced "im ­
m ovable s ta n d s"  w il l  not be  ta k e n  se r io u s ly  by th e  un ion .
2 * "C o lle c tiv e  B argain ing: Shift for th e  S ix t ie s ,"  D un’s Review 
and M odern In d u s try , V ol. 8 3 , N o. 1 , Ju ly , 1963, p .  31 .
22W e ise n f ie ld  and B erkow itz , o p . c i t . , p . 564 .
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Some firm s may not have the  a v a ila b le  in form ation  to  make 
in te l l ig e n t  e s tim a te s  to  support a hard  lin e  s ta n d . C o rrec t in form ation  
is  n eed ed  abou t w hat is  happening in  com parable in d u s tr ie s  in  th e  a r e a .  
M an ag em en ts ' s ta n d  m ust be thoroughly unders tood  and su p p o rted  by i ts  
ag en ts  fo r b a rg a in in g . F u rther, for a  company to  ta k e  such  a s ta n d , 
it  m ust b e  ab le  to  "w ith stan d  stockho lder and com m unity p re s su re  for 
se ttle m e n t on som e com prom ise te r m ."23 A lso , many firm s a re  not m u lti­
product firm s w ith  many p la n ts  as in  G enera l E le c tr ic . If  a  Gerieral 
E lec tric  a ir  cond itio n in g  p lan t is  sh u t dow n, th e  l ig h t bulb fac to ry  can  
keep  g o in g .
P e rh ap s th e  re a l problem  is  se llin g  th e  em ployees on th e  com ­
p a n y 's  p o s i t io n .  The e ffe c tiv e n e ss  of th e  "hard line"  can n o t be  d e te r ­
m ined so le ly  on how many tim es th e  union a ce d ed  to  th e  com pany 's  
p ro p o sa l a f te r  a  s t r ik e ,  but ra th e r th e  a c c e p ta n c e  of m anagem en ts ' o ffer 
before  a s tr ik e  can  ta k e  p la c e . O r, a fte r a s tr ik e  occu rs due to  "m is­
guided" un ion  le a d e r ,  how soon can  the  w orkers v o te  and g e t back  to  
w ork ?
d . "A Tw o-Pronged A p p ro ach ." The Royal McBee C orporation  
f ir s t  becam e co n cern ed  th a t th e ir  co n trac t w as running out som e th ir te e n  
months b e fo re  i t s  ex p ira tio n  d a te  in  N ovem ber, 1959 .24
23i b i d . . p .  5 6 5 .
24G ilb e rt F . B erry, "Preparing for N e g o tia tio n s: A Tw o-Pronged 
A p p ro ach ,"  P e rso n n e l. Vol. 3 7 , N o. 5 , S e p tem b er-O cto b er, 1960, 
p p . 6 4 -7 1 .
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The com pany fe lt th a t  a com plex bargain ing  s itu a tio n  w as ahead  and 
every  re so u rc e  had  to  be  m arsh a lle d . The main problem , a s  fe lt  by 
th e  com pany , w as s ta b il iz a tio n  of w a g e s . Labor c o s ts  c o n s titu te  
a s iz a b le  po rtion  of the  t o t a l  c o s ts  of a  ty p ew rite r. The re c e s s io n  of 
1958 h ad  s tru c k  h a rd  a t th e  typew rite r industry  re su ltin g  in  sev ere  
co m p etitio n  among th e  dom estic  m anu factu rers . Im ports had a ls o  m ade 
an  in ro ad  in to  th e  m ark e t. The com pany could  not s ta b iliz e  i ts  c o s ts  
due to  in f la tio n  and  w age in c r e a s e s . Some effic iency  had  come about 
a s  a  r e s u l t  o f th e  com pany spending  se v e ra l m illion d o lla rs  on p lan t 
and equipm ent m od ern iza tio n .
In  fac in g  n e g o tia t io n s , the  company therefo re  adopted  a "tw o­
pronged a p p ro a c h ."  O n e , th e  company conducted  re sea rch  to  support 
th e ir  own dem ands and  to  e s tim a te  the  co st o f probable union d e m a n d s . 
Two, th e  com pany d ire c te d  a, con tinuous com m unication program to t e l l  
th e  em p loyees th e  com pany 's  sto ry  in  some d e ta il  over a long period  of 
t im e . T his ap p ro ach  w as determ ined by th e  ^negotiation o b je c tiv e s . As 
P e te rs  h a s  p o in ted  o u t, " . . .  no c o lle c tiv e  bargain ing  s tra teg y  can  be
p  C
s u c c e s s fu l  u n le s s  i t  is  d irec te d  tow ard a re a l is t ic  g o a l ."  Royal McBee 
fe lt  th e y  had  a  r e a l is t ic  g o a l .
The com pany lau n ch ed  both p h a ses  of th e  approach  te n  months 
before  th e  c o n tra c t e x p ire d . This program w as desig n ed  "to co o rd in a te
^^Edw ard P e te rs , op_. c i t . , p .  59 .
the  o v e r-a l l  program in  su ch  a w ay a s  to  ta k e  advan tage  both of th e  
re se a rc h  . . .  and  of th e  lab o r re la tio n s  c lim ate  during any o f  th e  te n  
m onths a h e a d . "26
Through th e  com m unications program to  th e  em p lo y ees , the  
company tr ie d  to  put a c ro ss  th e  " fac ts  of l ife "  of th e  econom ic s i tu a ­
t io n . The em ployees w ere  made aw are of: fo reign  competition}, th e  
need  to  reduce  c o s ts  to  rem ain  com petitive ly ; th e  need  for a  fu ll d a y 's  
work; th e  need  to  make a  p ro fit e ach  y ear to  pay com petitive  w a g e s , 
"finance new p ro d u c ts , and  provide a  re tu rn  to  our s to c k h o ld e rs ,"  th e  
n e c e s s ity  of m ain tain ing  q u a lity  le a d e rsh ip  in  th e  in d u s try . P a rticu la r 
p o in ts  th a t th e  company fe lt w ould have th e  g re a te s t  im pact a t th a t 
p a rticu la r  tim e w ere em p h asized  each  month from January to  N ovem ber, 
1959. The tim ing of th e s e  p o in ts  had  to  be  re v ise d  from tim e to  tim e 
as  th e  e ffe c tiv e n e ss  of th e  p lan  w as co n tin u a lly  e v a lu a te d .
In d issem in a tin g  th e  inform ation  to  th e  em p lo y ees , Royal McBee 
u sed  th e  em ployee p u b lic a tio n , le t te r s  to  em p lo y ees ' hom es, r e le a s e s  
to  TV, ra d io , and  th e  p r e s s ,  v is u a l  a id s ,  pay ro ll in s e r t ,  and m ass d i s ­
trib u tio n  of p e rtin en t in form ation  from o u ts id e  p u b lic a tio n s . The forem en 
and  su p e rv iso rs  w ere  b rie fed  by th e  v ic e -p re s id e n t and the  nego tia ting  
tea m . T hese superv iso ry  p e rso n n e l w ere to ld  w hat to  d is c u s s  and how 
to  d is c u s s  i t .  The forem en se rv ed  a s  l is te n in g  p o s ts ,  and every  one
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of th e  55 forem en reported  every  day a s  to  th e  p reva iling  d isc u ss io n s  
and  c lim ate  in  th e ir  d e p a rtm e n ts .
During th is  t im e , th e  re s e a rc h  com m ittee had been  com piling 
d a ta . There w ere  th ree  facet's to  th e  re s e a rc h  program . (1) The 
com pany tr ie d  to  a n tic ip a te  any q u e s tio n s  th a t  might a r ise  in  p re ­
n eg o tia tio n  s e s s io n s  of top  m anagem ent. E valuations w ere made of 
p a s t a rb itra tio n  a w a rd s , s e c tio n s  o f th e  co n trac t th a t had  re s tr ic te d  
th e  com pany 's o p e ra tio n s  w ere  rev ie w ed , and  lin e  m anagem ent w as 
a sk ed  to  study  th e  e x is tin g  c o n tra c t and  to  offer recom m endations. The 
o b jec tiv e  of th is  p h ase  of re se a rc h  w as to  o ffer recom m endations for 
company d e m a n d s . (2) In form ation  on  the  p reva iling  w age ra te  and 
non-w age b e n e fits  in  th e  H artfo rd , C o n n ec ticu t area  and the  typew riter 
in d u stry  w ere  com piled . C h a rts  w ere  made show ing various d e ta ile d  
a s p e c ts  of earn ings of Royal McBee em ployees a s  com pared w ith  em ­
p lo y ees in  o ther co m p a n ie s . (3) The re se a rc h  team  tr ie d  to  a n tic ip a te  
and provide an sw ers to  th e  u n io n s ' d em ands. A rbitration c a s e s  th a t the  
union had lo s t  in  th e  p reced in g  y e a rs  w ere rev iew ed . The company a lso  
s tu d ied  th e  c o n tra c tu a l g o a ls  of th e  in te rn a tio n a l union b e c a u se  it  w as 
fe lt som e o f th e s e  w ould  be a p p lic a b le  to  Royal M cBee. The company 
knew of c e r ta in  item s for w h ich  th e  n a tio n a l union w anted  sp e c ia l con ­
s id e ra tio n s ; i t  w as  a ls o  known w h at th e  unions w ere seek ing  lo c a lly .
The com pany c a ta lo g u ed  a l l  th e  inform ation so  th a t i t  w ould be 
a v a ila b le  on th e  spo t to  an sw er any dem and or ch a llen g e  the  union might
91
m ake. In  sum m ary, th e  tw o-p ronged  approach  by th e  m anagem ent o f 
Royal McBee w as b a se d  upon th e  b e lie f  th a t i t  w as im portant for th e  
em ployees to  a c c e p t, a t l e a s t  p a r t ia l ly , m anagem ents ' p o s itio n  and 
m anagem ent cou ld  ta lk  more au th o rita tiv e ly  in  answ ering  union charges 
and dem ands. S ince  a l l  th is  w as a "p re -n e g o tia tio n "  e ffo rt, i t  r e ­
m ained for th e  ac tua l, ba rga in ing  to  prove th e  e fficacy  of th a t e ffo r t.
Bargaining b eg an  on Septem ber 29 , 1959 w ith  51 dem ands su b ­
m itted  by th e  u n io n , co u n te red  w ith  26 dem ands by the  com pany.
F edera l and S ta te  M ed ia to rs w ere  c a lle d  in  during th e  la t te r  s ta g e s  
of n e g o tia tio n s . By th e  fourth  m eeting , th e  only s ig n ifican t agreem ent 
th a t w as reach ed  w as th a t bo th  p a rtie s  ag reed  to  ex tend  the  co n trac t 
in d e fin ite ly  w ith  e ith e r  p a rty  having  th e  op tion  to  term inate  i t  w ith 
10 days n o tif ic a tio n . During th e  ensu ing  s ix  m eetings th e  to ta l  dem ands 
had  been  reduced  to  4 1 . The com pany w a s  ev a lu a tin g  i t s  p o s itio n . 
P o s s ib ili t ie s  w hich  th e  com pany w eighed  w ere : (1) A strike  w hich  
cou ld  p lace  p lans to  in tro d u ce  a  new product ea rly  in  1960 in  a  perilous 
s itu a tio n ; (2) The in d e fin ite  e x te n s io n  of th e  co n trac t w hich th e  union 
cou ld  term ina te ; (3) The p re sen t c o s t to  s e t t le  a p o ss ib le  s trik e  now as 
com pared w ith  c o s ts  of agreem ent w hich  th e  union might be a b le  to  ge t 
atea more opportune tim e .
E ven tua lly , e ac h  party  reduced  i ts  dem ands to  about 12. Then 
on D ecem ber 18, 1959, th e  com pany gave i t s  " fin a l p ro p o sa l."  The 
union re je c te d  th e  p ro p o sa l a s  " to ta lly  in a d e q u a te ."  The union
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com m ittee th e n  gave  i t s  n o tice  of term ination  of the  agreem ent and  
c a lle d  a  m ass m eeting  to  g e t approval to  c a ll  a  s tr ik e . Im m ed ia te ly , 
th e  com pany c a lle d  m eetings in  groups of 500 each  to  s ta te  the  
re a so n s  for i t s  s ta n d . H ow ever, th e  em ployees tu rned  down th e  
com pany 's  o ffer and  au th o rized  a s tr ik e . The m ediators c a lle d  se p a ra te  
m eetings w ith  o f f ic ia ls  of th e  com pany and th e  un ion , but th e  p a rtie s  
could  rea ch  no a g reem en t. F in a lly , th e  m ediators met w ith  th e  u n io n 's  
in te rn a tio n a l re p re s e n ta t iv e s , w hich  re su lte d  in  an  agreem ent for a 
th re e -y e a r  c o n tra c t .  The co n trac t w as ra tif ied  by th e  union m em ber­
sh ip ; and  a lth o u g h  th e  union b u s in e s s  agen t did not th ink  i t  a good 
se ttle m e n t, th e  com pany fe lt th a t  i t  met m ost of th e  com pany 's lo n g -  
range o b je c tiv e s  and  p rov ided  them  w ith  th e  flex ib ility  th ey  n e e d e d .
T h u s , m anagem en t's  d e c is io n s  w ere a ffec ted  by th e  ba rga in ing  
environm ent; and  by m anagem ents ' ab ility  to  in te rp re t th e  e lem en ts of 
th e  env ironm en t, b e tte r  d e c is io n s  w ere m ade.
3 . B argaining an d  A rb itration
"The e s s e n c e  of m anagem ent i s  th e  right and re sp o n s ib ility  to
27make d e c is io n s  and  to  a c t a c c o rd in g ly .. .  " The expansion  of th e  
v a rio u s law s in to  w ide a re a s  of c o lle c tiv e  bargain ing  has re s tr ic te d  th e  
" tra d itio n a l m anageria l p re ro g a tiv e ."  C o nsiderab le  m anagerial d isc re tio n
^ 7C arl H . H agem an , "The Pros and Cons of Labor A rb itra tio n ," 
P e rso n n e l. V ol. 3 7 , N o . 3 ,-M a y -Ju n e , 1960, p .  27 .
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has b een  lo s t  a s id e  from th e  d irec t e ffec t of th e  la w s . Through the  
inco rpo ra tion  o f c e r ta in  c la u s e s  m anagem ent has had  to  g ive  ground . 
L oss of p re ro g a tiv e s  may have come about through inep t bargain ing  on 
th e  part o f em ployers from s itu a tio n s  w here th e  un ion 's pow er far 
ex ceed ed  th a t of th e  em ployer. There is  yet a th ird  m eans w hereby 
the  rig h ts  of m anagem ent may be lo s t .  This i s  through a rb itra tio n .
S ince  com pulsory a rb itra tio n  has g en era lly  proved to  be in e ffe c tiv e , 
th is  d is c u s s io n  sh a ll  co n ce rn  vo lun tary  a rb itra tio n .
If a  problem  a r is e s  and  m anagem ent and  labor canno t ag ree  to  a 
so lu tio n , a  th ird  pa rty  (the arb itra to r) may be c a lle d  in to  s e t t le  th e  
i s s u e .  If th e  a rb itra to r ru le s  a g a in s t th e  em ployer, th is  m eans th a t a
t
prior d e c is io n  by m anagem ent has b een  re v e rse d . One author fe e ls  th a t 
th e  in c re a s e d  " lo s s "  of m anageria l p reroga tives may ac tu a lly  be  more 
a th re a t of lo s in g  a u to c ra tic  con tro l ra th e r than  lo sing  m anagerial fu n c ­
tio n s  . The ingenu ity  of m anagers ra th e r th an  th e ir  functions is  
c h a lle n g e d . O ne w ay in  w hich  m anagem ents can  m ain tain  th e ir  
in it ia tiv e  i s  to  su b s ti tu te  u n d e rs tan d in g  for c o n d en sc en s io n , and
n o
"a le r tn e ss  for ig n o ra n c e ."
M anagem ent looks upon the  co n trac t a s  a defense  a g a in s t fu rther 
encroachm ent by  th e  un ion— at le a s t  a s  long a s  the p a rticu la r co n trac t 
is  in  fo rc e . The union may look upon th e  con trac t a s  "crack" in
op
°Jam es Kuhn, "E ncroachm ents on the  Right to  M an ag e ,"  C a lifo rn ia  
M anagem ent R ev iew , V ol. 5 ,  N o. 1 , F a ll, 1962, p p . 18 -2 4 .
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m anagem ent's door w here  i t  c an  further p roceed  to  bring more item s 
under i ts  c o n tro l. M anagem ent cannot u su a lly  w in  in  a rb itra tio n  in  
th e  s e n se  of en la rg ing  the  sphere  of i ts  m anagerial judgm en t. If th e  
em ployer lo s e s  th e  a rb itra tio n  aw ard , th e re  i s  a reduc tion  in  h is  
m anageria l " r ig h ts ."  If th e  em ployer w ins th e  aw ard , he g a in s  
nothing; he m erely re ta in s  w hat he fe lt w as h is  rig h t in  th e  f irs t p la c e .
Although th e re  may be som e o b jec tio n s to  a rb itra tio n  due to  c o s t ,  
tim e in v o lv e d , and  re lia n c e  upon o ther aw ards a s  g u id e s , a rb itra tio n  
does have  i ts  v i r t u e s . ^  As cf 1960, i t  w as e stim ated  th a t  about 90 
per cen t of a l l  co n tra c ts  had an  a rb itra tio n  c la u se  to  s e t t le  "d isa g re e ­
m ents over c o n tra c t term s during th e  p ro c e ss  of n e g o t i a t i o n . " ^  w h e n  
an a rb itra to r s e ts  w age r a t e s ,  he may arrive a t a ra te  d ifferen t from 
th a t of th e  m arket fo rc e s . As a  co n seq u e n ce , em ployers som etim es 
e x p re ss  concern  about subm itting  co n trac t term s to  a rb itra tio n . Yoder 
and H enem an po in t ou t th a t  "m ost a rb itra to rs  tak e  ca re fu l accoun t of 
w ages and w orking co n d itio n s in  o ther s im ila r m ark e ts . . . ,  a lso  a rb itra ­
tio n  frequen tly  o c c a s io n s  a more thorough d isc u ss io n  of re lev an t w age 
data  th a n  cou ld  have  b een  ex p ec ted  in  even  p ro trac ted  n e g o tia t io n s .
^ H a g e m a n , o p . c i t . . p .  32 .
S ^ c a r l  H . H agem en, "The Pros and C ons of Labor A rb itra tio n s ,"  
P e rso n n e l. V ol. 3 7 . N o. 3 , M ay , 1960, p .  29 .
31I b i d . . p .  270.
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It may be concluded  th a t aw ards by a rb itra to rs e s ta b lis h  e s s e n t ia l ly  
th e  sam e term s a s  may have b een  arrived  a t from bargain ing  and p e r­
haps a  s t r ik e .
As a  g e n e ra l ru le ,  a n  a rb itra to r is  brought in  a fte r  th e  p a rtie s  
have rea ch e d  an  im p asse  in  n e g o tia tio n . In  rare  in s ta n c e s ,  th e  
a rb itra to r  m ight find th e  n eg o tia tio n s  environm ent a s  D r. C lark  Ken- 
found i t  som e y e a rs  ago w hen th e re  w as c la s s  w arfare on th e  P a c if ic  
C o a st w a te rfro n t. D r. Kerr w as c a lle d  in  on a w age reopening  c a s e  
and a sk e d  th e  p a rtie s  i f  they  had n eg o tia ted  before ask ing  for a rb i tra ­
t io n . The tw o groups looked  a t D r. Ken in  su rp rise  and  s a id ,  "n eg o ­
t i a t e ? "  D r. K en ex p la in ed  th a t he had  never y e t a rb itra ted  a c a s e  
before  i t  w as n e g o tia te d . They agreed  to  n e g o tia te . As D r. K en 
s ta r te d  to  le a v e  th e  room , he w as to ld  to  s i t  down b e ca u se  n eg o tia tio n  
w ould not ta k e  lo n g .
The w aterfron t em ployers a s so c ia t io n  rep re se n ta tiv e  to ld  H arry
Bridges th a t  th e  a s s o c ia t io n  did  not know w hat the  union w as go ing  to
dem and , b u t ,  "by G od , th e  answ er i s  n o !"  Then M r. B ridges to ld  th e
em ployer re p re se n ta tiv e  th a t th e  union had not made up th e ir  mind w hat
i t  w as going to  a sk  for but th ey  w ere not going to  tak e  no for an  a n sw e r.
Both men th e n  tu rned  to  D r. C lark  and s a id ,  "M r. Im partia l C hairm an ,
<2 0
here  i s  your c a s e .  W e have n e g o tia te d ."
^ c i a r k  Kerr, "L esson  in  N e g o tia tio n .1 Saturday R eview . 
January  13 , 1962, p . 19 .
Of coming im portance in  a rb itra tio n  is  th e  in te rp re ta tio n  of 
m anagem ent r ig h ts ,  and th e  i s s u e  of m anagem ent rig h ts  i s  ga in ing  in  
im p o rta n c e . W hen m anagem ent righ ts  w ere f irs t  be ing  in troduced  in  
un ion  c o n tr a c ts ,  i t  w as fe lt  by some th a t  i t  w as ju s t  so  much "window
qo
d r e s s in g ," 00 and perhaps th e  only re a l value w as for pub lic  re la tio n s
p u rp o s e s . H ow ever, of l a t e ,  th e re  i s  in d ica tio n  th a t th e re  is  more
su b s ta n c e  in  th e  c la u s e s  th an  w as f ir s t  th o u g h t. F u rther, th e s e
♦
c la u s e s  a re  becom ing more im portant a s  having a bearing  on th e  in te r ­
p re ta tio n  o f o ther c la u se s  in  th e  c o n tra c t. There is  a  fee ling  th a t 
c e r ta in  r ig h ts  w hich  w ere g iven  to  th e  unions should  be sc ru tin iz e d  
more ca re fu lly  and  some of the  ga in s form erly won by unions a re  being  
" su b je c te d  to  hard  b a rg a in in g . " Among a re a s  of recen t a tte n tio n  are  
a ss ig n m en t o f work and su b -c o n tra c tin g  work w hich  w ill be  co v ered  in  
more d e ta i l  b e lo w .
In  co n sid erin g  m anagem ent r ig h ts , it  m ight be  w e ll to  co n s id e r  
th e  c o n flic t in  v a lu e s  a ris in g  from th e  functions perform ed by m anage­
ment and  th e  un ion . W hen co n flic t develops over m anagerial p re ro g a ­
tiv e s^ ! i t  i s  not a sim ple m atter of righ t or wrong in  th e  p a rticu la r  
s i tu a t io n . C on flic t i s  a lm ost in h e re n t, a r is in g  from th e  ro les  th a t  e a c h  
party  h a s  to  p la y .
33 N eil W . C ham berla in , "The Union C ha llenge  to  M anagem ent 
C o n tro l,"  In d u s tr ia l and Labor R e la tions R eview , V ol. 16 , N o. 2 , 
Ja n u a ry , 1963, p .  184.
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In  many s i tu a t io n s , m anagem ent is  an  in s tig a to r  o f c h a n g e . This 
i s  n e c e s s a r ily  th e  c a s e  w hen m anagem ent m akes d e c is io n s  in  a  ch an g ­
ing  econom ic env ironm en t. C om petition  fo rces m anagem ent to  resp o n d
t
to  c h a n g e . C ham berla in  h as  po in ted  out th a t ,  "for m anagem ent, change 
i s  th e  law  of l i f e . "34 i n som e s i tu a tio n s , how ever, i t  may be  th e  union 
th a t  i s  p re s s in g  for c h a n g e s , w hile  m anagem ent w an ts th in g s  s ta tu s  q u o .
M anagem ent may pu rsue  fairly  defined  and co n cre te  o b je c t iv e s .  
M anagem ent may w ant to  in troduce a new product; ge t a c e r ta in  sh a re  
o f th e  m arket; bu ild  a new p lan t; in troduce tech n o lo g ica l change* or 
o th er su ch  p inpo in ted  o b je c tiv e s . The unions may be seek in g  s a t i s ­
fac to ry  s ta te s  o f e x is te n c e  for th e ir  m em bers—a goal th a t is  no t q u ite  
so  c o n c re te . The paradox  l ie s  in  the  fac t th a t both  m anagem ent and  
th e  union  have  to  try  to  ach iev e  th e ir re sp e c tiv e  o b jec tiv e s  through  th e  
sam e m edium —th a t i s ,  th e  b u s in e ss  firm .
Not only may th e  o b je c tiv e s  be d ifferen t for the  tw o g ro u p s , bu t 
th e  vocabu lary  may be a sou rce  of c o n flic t . For in s ta n c e , e ffic ie n cy  
is  som e for w hich  m anagem ent s t r iv e s .  To them  it  m eans a  good o b je c ­
tiv e ; a  h e a lth y  o rg a n iz a tio n . But to th e  union i t  might m ean som e m ethod 
or te ch n iq u e  to  try  to  c h is e l  the  w orkers out of work in  w hich  th ey  fe e l 
th ey  have a v e s te d  in te r e s t .  To the u n io n , sen io rity  m eans th e  b e s t w ay 
to  gauge  a b il i ty .  To m anagem ent how ever, a b ility  has a more a ffirm a tiv e , 
p o s it iv e  m eaning .
34I b l d . . p .  187
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M any o th er w ords s tir  "co n flic t"  in  th e  sam e w a y . C o n se q u e n tly , 
from th is  a r is e s  th e  con flic t in  the  ro les  th a t each  group h a s  to  p lay  
in  perform ing i ts  fu n c tio n s . From m anagem ent's poin t o f v ie w , one 
c a n  u n d ers tan d  why th e  union may interfere w ith  m anagem ent's  o b je c ­
t i v e s .  The union is  view ed a s  an  in tru d e r, u n su b scrib in g  to  m anage­
m en t's  v a lu e s ,  and  frustra ting  in  w hat m anagem ent s e e s  a s  a  so c ia lly  
d e s ira b le  o b je c tiv e .
Y et, i t  is  au  m ilieau  of th is  con flic ting  s itu a tio n  th a t  m anagem ent 
m ust m ake d e c is io n s .  There i s  no ready answ er to  th e  p rob lem . Many 
m anagers w ould read ily  support the  view  held  by P h e lp s . He sa y s  th a t 
i f  m anagem ent b e lie v e s  tha t opera tion  of an  en te rp rise  a t  maximum ' 
e ff ic ie n c y  is  m anagem ent's re sp o n s ib ility  and o b lig a tio n , and  in  fu l­
f illin g  th o se  o b lig a tio n s  m anagem ent h as to  re ta in  "in  fu ll m easure  th e  
s o - c a l le d  p rerogative  o f m anagem ent, i t  h as  th e  righ t to  re fu se  to  ag ree  
in  c o lle c tiv e  barg a in in g  to  re s tr ic t  th o se  r i g h t . . . / a n d ? to  th e  ex ten t th e  
p a r t ie s  have not se e n  f it  to  lim it m anagem ent's sphere  of a c t io n , m anage­
m en t's  r ig h ts  a re  unim paired by the c o n tra c t ." ^ 5
L abo r's  v iew po in t is  of cou rse  d iffe ren t. In  rep ly  to  P h e lp 's  
s ta te m e n t, G oldberg h o ld s , "To su g g est th a t m anagem ent can  make 
ch an g es  a t w ill  u n le s s  the  con trac t sp e c if ic a lly  bars i t  i s  un fa ir and  can
3 5 j a m e s  c .  P h e lp s , "M anagem ent's R eserved R ights; An Industry  
V iew ,"  M anagem ent R ights and  the  A rbitration P ro c e s s . P roceed ings of 
o f th e  N inth  A nnual M eeting , N ational Academy of A rb itra tions 
(W ash ing ton , D . C . :  Bureau of N ational A ffa irs , 1956), p .  117.
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le a d  to  p lac in g  so  many bars in  the  co n trac t a s  to  make s u c c e s s fu l  
n eg o tia tio n  in c re a s in g ly  d ifficu lt and opera tio n s le s s  and  l e s s  f le x ib le , 
w ith  d e ta ile d  c o n s id e ra tio n  of the  fa c ts  and m erits of e ac h  c a s e  r e ­
p la c e d  by p re c ise  ru le s  and r e g u la t io n s ." ^
Perhaps w hat is  needed  is  a  m idd le-ground  ap p ro ach . C o lle c tiv e  
barga in ing  c re a te s  a con tinu ing  o b liga tion  and  th is  o b lig a tio n  e x is ts  
w ith in  the  labor-m anagem ent re la tio n s  env ironm ent. Some p ro g ress  
h a s  b e en  made on th e  part of both s id e s  re su ltin g  in  part from im proved 
u n d e rs tan d in g . The g rievance  procedure is  one m eans of reso lv in g  som e 
of th e  d if f ic u lt ie s .  Through th is  p ro c e s s , th e  role of th e  a rb itra to r  w ill 
be  a con tinu ing  o n e . C ham berlain fe e ls  th a t i t  canno t be a ssu m ed  th a t 
th e  union p o s itio n  h as to  a lw ays be a c c e p te d  w hen i t  t r ie s  to  ho ld  to  
p ra c tic e s  of th e  p a s t . New w a y s , p ro c e d u re s , and  d e v ic e s  have  to  
b e  tr ie d  to  m eet th e  leg itim ate  dem ands and n e c e ssa ry  fu n c tio n a l p o s i­
t io n s  of th e  p a r t ie s .  I t is  fe lt th a t th e  g riev an ce  procedure  "can  o p era te  
a t  i t s  m ost e ffe c tiv e  le v e l w hen th ere  is  reco g n itio n  bn th e  part o f a l l
th e  p a rtie s  to  th e  p ro cess  th a t w hat i s  n e c e ssa ry  to  o b se rv e  is  bo th  th e
37lo g ic  of th e  ru le  and th e  log ic  of th e  s i tu a t io n ."
In  th e  u su a l m anagem ent's c la u se  in  a  c o lle c tiv e  ag reem en t, 
m anagem ent h a s  u su a lly  been  ab le  to  re ta in  th e  righ t to  a s s ig n  w ork—
"^Arthur j .  G o ldberg , "M anagem ent's R eserved  R ights; A Labor 
V iew ,"  Ib id . . p .  126.
^ C h a m b e r la in , o p . c i t . , p . 191.
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e ith e r  through  an  e x p lic it s ta tem en t or an  im plied  s ta te m e n t. T hese 
r ig h ts  a re  su b je c t to  o ther p rov isions of the  co n trac t a n d , in  some 
in s ta n c e s ,  re s u lt  in  a qua lified  r ig h t. In  th e  a ss ig n m e n ts  of ta s k s  
to  e m p lo y ees , th e  genera l l in e  of d e c is io n s  by a rb itra to rs  h a s  h e ld  
th a t m anagem ent re ta in s  th e  right to  se t  work lo ad s  and  crew  s iz e s  if 
th e re  h a s  been  no sp ec ific  lim iting  c o n tra c tu a l lan g u a g e . Even s o ,  
m ost c la u s e s  s ta te  or imply th a t th e  determ ined  lo ad  and  crew  s iz e  are  
su b je c t to  review  for re a so n a b le n e s s . As a r e s u l t ,  th e  co n cep t o f a 
fa ir  d a y 's  work lim its  the  righ t to  a s s ig n  w o rk , and th e  un ions u su a lly  
u se  th e  g riev an ce  procedure to  p ro te s t " e x c e ss iv e "  w ork lo a d s .  M any 
t im e s ,  th e s e  g riev an ces re su lt in  a  d e c is io n  by th e  a rb itra to r .
W allen  has c ite d  se v e ra l lim ita tio n s  on th e  r ig h ts  o f m anage­
ment to  a s s ig n  w ork .^8  T hese are : (1) S en io rity  d is tr ic t  c o n s titu te  
su ch  a l im ita tio n . Under in d u s tr ia l c o n tra c ts , se n io rity  does not 
c o n s titu te  a " fla t grant of work ju r is d ic t io n ."  A rb itra tion  h as  frequen tly  
upheld  in c id e n ta l and tem porary ta s k s  in  o th er se n io rity  d is t r ic t s .
(2) If tra n s fe r  of jo b s or portions of jobs from one se n io r ity  d is tr ic t  
to  an o th e r su ch  d is tr ic t  is  done to  e sc a p e  an  in e ff ic ie n t o r burdensom e 
se n io rity  sy s te m , i t  might be deem ed a v io la tio n  of th e  n e g o tia te d  a g re e - ,  
m en t. H ow ever, such  a tra n s fe r  may be upheld  in  a rb itra tio n  if  su ch
^®Saul W a lle n , "The A rbitration of W ork A ssignm ent D is p u te s , " 
In d u s tr ia l and  Labor R elations R eview , Vol. 16, N o . 2 , Jan u a ry ,
1963, p p . 193-199 .
move w as made in  re sp o n se  to  a  "bone f id e " change  in  opera ting  co n d i­
tio n s  s in c e  th e  agreem ent w as m ade. (3). . For a s s ig n in g  overtim e w ork , 
th e  un it in  w hich  th e  work is  to  be perform ed u su a lly  g e ts  p rio rity  to  
perform  th e  w ork . H ow ever, many a rb itra to rs  do not adhere  rig id ly  to  
th is  p rio rity  i f  a  w orker from ano ther unit i s  a lre a d y  w orking overtim e 
and  th e  job  may be of short duration  and u n a n tic ip a te d . (4) If th e  
co n trac t is  s i le n t on the poin t of a ss ig n in g  men o u ts id e  the  barga in ing  
un it to  work norm ally perform ed by un it m en, and m anagem ent does su c h , 
th e  a rb itra to rs  w ill  u su a lly  uphold th e  d e c is io n  i f  tech n o lo g y  ju s t if ie s  
i t ,  o r if  su ch  p a s t d e c is io n s  w ere sa n c tio n ed  by th e  u n io n , and if  a 
u n it w orker is  not deprived of work opportun ity  b e c a u se  of th e  d e c is io n .
If th e  co n tra c t i s  s i le n t on work lo ad s  and crew  a s s ig n m e n ts , su ch  
d e c is io n s  a re  u su a lly  rese rv ed  to  m anagem ent, bu t su ch  a c tio n s  may 
be  su b je c t to  th e  aforem entioned review  of a  " fa ir  d a y 's  w o rk ."
The c o n se n su s  of a rb itra to rs  i s  not unanim ous regard ing  m anage­
m en t's  rtgftt to  s p l i t  jo b s . W here th e  agreem ent i s  s i le n t  on the  i s s u e ,  
som e a rb itra to rs  have he ld  for m anagem ent, o th e r for th e  un ion . In  
d ealing  w ith  job  c h a n g e s , many a rb itra to rs  a re  co n cern ed  w ith  changes 
in  th e  w age r a te ,  and not in  th e  p a rticu la r job  change  i t s e l f .  39
^ M i l to n  R ubin, "The Right of M anagem ent to  S p lit Jobs and A ssign  
W ork to  O ther J o b s , " In d u stria l and Labor R e la tions R eview , Vol. 16,
N o . 2 , Jan u ary , 1963, p . 207.
In  recen t y e a r s , in te re s t  has in c re a s e d  on  th e  problem  o f su b ­
co n trac tin g  w ork , and d isp u te  a ris in g  out of su c h  work h a s  a lso  
in c re a s e d . S ubcon trac ting / a s  th e  term  i s  g en e ra lly  defined  for labor 
m anagem ent re la tio n s  p u rp o se s , m eans th e  a c tio n  tak en  by a company 
in  arrang ing  w ith some firm o u ts id e  th e  com pany to  perform  c e r ta in  work 
th a t  cou ld  be perform ed w ith  th e  com pany1 s own barga in ing  u n it w ith  
th e  com pany 's f a c i l i t ie s .  In  order to  re se rv e  th e  righ t to  su bcon trac t 
many m anagem ents have re fra in ed  from refe rring  to  su b co n trac tin g  in  
m ost of th e  c o llec tiv e  barga in ing  a g re e m e n ts .
Of l a te ,  a rb itra to rs ;  have more and more v iew ed su ch  c a s e s  in  
term s of th e  "im plied lim ita tio n s  " th e o ry . This theory  ho lds th a t o ther 
p ro v is io n s  in  the  agreem ent may im ply lim ita tio n s  on m anagem ent's  righ t 
to  u n ila te ra lly  decide  on su b con trac ting  w ork . In  some c a s e s ,  unions 
have  b een  ab le  to  ex ac t a  sh a re  in  d e c is io n s  of th is  s o r t .
In  g e n e ra l, m ost cou rts  have found th a t w here  th e  co n trac t w as.
s i le n t  on th e  subcon trac ting  i s s u e ,  th e  i s s u e  w a s  n o n -a rb itra b le . The
Suprem e C ourt in  a  1960 d e c is io n  d ea lin g  w ith  th e  m atter c u rta ile d  "non-
a rb itra b le "  d e c is io n s . For many y e a rs  th e  c o u rts  and a rb itra to rs  he ld
d iffe ren t v iew p o in ts . One a rb itra to r , in  re se a rc h in g  c a s e s  on th is
p rob lem , could  not find ev en  one in s ta n c e  w here  th e  a rb itra to r ru led
40th a t  a  subcon trac ting  i s s u e  w as " n o n -a rb i t r a b le ." R ather, th e
A llen D a sh , J r . ,  "The A rb itration  of S ubcon trac ting  D isp u te s , 
In d u s tr ia l and  Labor R e la tions R eview , V ol. 16 , N o. 2 , January  1, 1963,
p .  210 .
103
a rb itra to rs  make th e ir  aw ards on th e  m erits o f th e  c a s e .  D ash  fee ls  
th a t  in  g e n e ra l, a rb itra to rs  w ill uphold m anagem en t's  d e c is io n  to  su b ­
co n trac t i f  a su b s ta n tia l number of w orkers in  th e  bargain ing  u n it have 
no t been  deprived  of work b ecau se  of th e  a c t .  F u rther, such  a c tio n  
m ust u su a lly  conform to  p o st p rac tic e  w here th e  union h as not made 
o b jec tio n s  to  th e  p ra c tic e . M anagem ent can  u su a lly  make such  d e c i­
s io n s  w ith  a fa ir degree of confidence  if  th e  d e c is io n s  a re  not made in  
an  a ttem p t to  evade su b s ta n tia l p ro v is io n s o f th e  ag reem en ts o r to  
v io la te  th e  "sp irit of th e  ag reem en t."  D e c is io n s  to  su b co n trac t m ust 
a ls o  be d ic ta te d  by the  requirem ent of e ff ic ie n c y , econom y or e x p e d i­
t io n s  perform ance and  m ust not be  "u n re a so n a b le , a rb itra ry , d isc rim in a -
41to ry , nor in tended  to  harm , p re ju d ic e , or underm ine th e  u n io n ."
If m anagem ent e x p ec ts  i ts  d e c is io n  to  su b c o n trac t to  be upheld  
by a h  a rb itra to r?  ,such  d e c is io n s  m ust be m ade in  good fa ith  w ith  no 
in te n tio n  to  subvert th e  e x p re ssed  term s of th e  c o n tra c t. D ash  a lso  
found th a t  in  some d e c is io n s  ru led  a g a in s t m anagem ent, reg u la r work 
w as su bcon trac ted  o u t—m ostly m ain tenance  ty p e  w o rk . He a ls o  found 
th a t  m anagem ent's d e c is io n  to  su b co n trac t c e r ta in  ty p e s  o f  perm anent 
w ork w as upheld  by a rb i tr a to r s .42 M r. D a sh 's  v iew s are  not unanim ously
41I b l d . . p . 213.
42I b i d . . p .  214 .
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a c c e p te d . Some fee l th a t th e  tren d  in  a rb itra tio n  i s  a re lu c ta n c e  to
43ho ld  th a t th e re  a re  lim ita tio n s in  th e  c o n tra c t.
C e rta in ly  m anagem ent is  in te re s te d  in  e ff ic ie n c y , bu t i t  a lso  
h a s  th e  o b lig a tio n  to  work w ith in  th e  agreem ent i t  h a s  n e g o tia te d .
One th in g  seem s ce rta in  from in te rp re ta tio n s  of som e a rb i tr a to r s . If ' 
m anagem ent w an ts  to  be su re  th a t  i t  h as re se rv e d  c e r ta in  r ig h ts ,  th o se  
r ig h ts  shou ld  be ex p re ss ly  s ta te d  in  the  c o lle c tiv e  ag reem en t. O nce 
th is  i s  d o n e , the  union barga in ing  ag en t canno t com plain  over su b ­
c o n tra c tin g . If th e se  r ig h ts  are  not s ta te d ,  an  a rb itra to r may s a y ,
"you n e g o tia te d  w ith  th e  u n io n . You w ere aw are th a t  you might w ish  
to  su b co n trac t in  the  fu tu re . U n til you n eg o tia te  th a t r ig h t, you do 
not have  i t .
The co n seq u en ce  of Suprem e Court ru lings in  c a s e s  invo lv ing  
a rb itra tio n  is  th a t a m anager may have lo s t  som e r ig h ts  w h ich  he 
a lw ay s a ssu m ed  he p o s s e s s e d .  U nder th is  ru lin g , if a co n trac t h a s  
a n  a rb itra tio n  c la u s e , any d isp u te , not sp e c if ic a lly  e x c lu d e d , is  
a rb i tr a b le .
Some g u id es  for m anagem ent to  re ta in  i ts  r ig h ts  a re : (1) Keep 
and  s tre n g th e n  (perhaps through e x c lu s io n  c la u se s )  th e  r ig h t to in it ia te
^ S te p h e n  c .  V ladeck , "Comment on ^Management R ights and  Labor 
A rb itra tio n .1" .  In d u stria l and Labor R ela tions R ev iew . V ol. 16, N o . 2 , 
Ja n u a ry , 1963, p .  219.
^^ Ib id . . p .  220.
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a c t io n , (2) S tay  w ay from jo in t c o n su lta tio n s , and  m utual a g re e m e n ts ,
(3) "R etain  m anagem ents'A right to  change s c h e d u le s ,  m e th o d s, or 
m ate ria ls  o f p ro d u c tio n ."  The com panies s h o u ld 'a lso  rew rite  many 
se c tio n s  of th e  ag reem en t, making c le a r  w hich  item s a re  a rb itra b le , 
and  w hich  are  n o t .45
T h u s, i t  i s  se e n  th a t m anagerial d e c is io n  m aking i s  a ffe c te d  by 
th e  environm ent o f labor-m anagem ent re la tio n s  a s  em braced  by th e  
c o lle c tiv e  ag reem en t. And if  the  agreem ent i s  s i le n t  on c e r ta in  
"m anageria l p re ro g a tiv e s ,"  a  th ird  party  may e ith e r  confirm  a m anager's  
d e c is io n —or he may rev e rse  i t .  '
In  determ ining  m anagem ent's righ t to  m ake c e r ta in  d e c is io n s  w hen 
su ch  h as not b een  co n trac tu a lly  e x p re s s e d , m anagem ent canno t be su re  
i ts  a c tio n  w ill be upheld  by an  a rb itra to rs . The la t t e r 's  a tt i tu d e  seem s to  
be  w e ll e x p re sse d  by B a ile r. He sa y s :
It m ust be rem em bered th a t th e  p resum ption  i s  th a t 
 — em ployees w ill  be a ss ig n e d  only to  work w ith in  th e ir  c l a s s i ­
f ic a tio n . T hus, the  a rb itra to r norm ally e x p e c ts  th e  em ployer 
to  dem onstra te  th e  v a lid ity  of h is  a c tio n s  in  m aking an  o u t-  
o f -c la s s i f ic a tio n  a ss ig n m en t. In  th e  f in a l a n a ly s i s ,  th e  
re so lu tio n  of th is  g en era l problem  in v o lv es th e  th ree fo ld  
fu nc tion  of observ ing  th e  term s of th e  c o n tra c t ,  w h ile  reg a rd ­
ing th e  d e s ire s  o f th e  em ployees for jo b  se c u rity  and  proper 
ra te  o f p a y , and  th e  d e s ire  of th e  em ployer for e f f ic ie n c y .46
4 5 j. r . Bangs and F . A. F ra z ie r , "The Im pact o f th e  C ourts  on 
A rb itra tion  and th e  Right to  M an ag e ,"  C alifo rn ia  M anagem ent R ev iew , 
V ol. 5 ,  N o . 4 ,  Summer, 1963, p p . 5 1 -6 0 .
46Lk>yd H . B a ile r, "The Right to  A ssign  Em ployees in  O ne Job 
C la s s if ic a t io n  to  Jobs in  Another C la s s i f ic a t io n ,"  In d u s tr ia l Labor 
R e la tio n s R ev iew . Vol. 16, N o. 2 , Jan u ary , 1963, p .  204 .
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4 .  "U noffic ia l"  U nion-M anaqem ent R ela tions
Although th e  agreem ent reach ed  in  c o lle c tiv e  b a rg a in in g  c o n s t i­
tu te s  th e  form al " ru le s"  to  guide m anagem entfelabor r e la t io n s ,  th e re  
a re  "inform al" dep artu res  from th e  s tr ic t  term s of th e  c o n tra c t .  The 
fo llow ing d is c u s s io n  is  b a se d  on a c tu a l e x p e rien ces  of one w rite r  
g a in ed  through se v e ra l y e a r s ' work in  various departm en ts of th ree  ; 
f a c to r ie s ,  bo th  a s  a w orker and a s  m anagem ent. M r. D a lton  re c o g ­
n iz e s  th e  lim ita tio n s  im posed  as a  p a rtic ip a n t-o b se rv e r . The b eh av io r 
in  w hich  he w as in te re s te d  w as h e av ily  g u a rd ed . B ut, even  w ith  th e  
l im ita t io n s , th e re  w ere "d isce rn ib le  a x e s  along w h ich  b eh av io r m o ved ."
One p a tte rn  of inform al un ion-m anagem ent re la tio n s  stem m ed 
from a ta c i t  e v a s io n  of th e  c o n tra c t . A lthough a l l  p la n ts  w ere  under 
c o n tra c t w ith  n a tio n a l un ions (ev iden tly  n e g o tia te d  a t firm le v e l 
in s te a d  of p lan t lev e l) bo th  m anagem ent and lab o r ta c i t ly  s id e s te p p e d  
th e  p ro v is io n s  of th e  c o n tra c t .  M anagem ent and un ion  h ead q u arte rs  
freq u en tly  se n t q u e s tio n n a ire s  to  th e  p la n ts  try ing  to  g e t inform ation  
on p ro b lem s. T hese rep o rts  w ere tre a te d  lig h tly  b e c a u se  bo th  m anage­
m ent and  union  re p re se n ta tiv e s  a t  th e  p la n t le v e l q u e s tio n e d  th e  a b ili ty  
of top  o ff ic ia ls  to  know or ca re  about p lan t a f f a i r s . O ne su p e rin ten d en t 
sa id  th a tt th e  p lan t m anager and h is  a s s is ta n t  "have bo th  sa id  th ey  don*t 
g ive  a  damn w hat kind of arrangem ents a re  made w ith  th e  un ion  a s  long
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47a s  th in g s  run sm oothly and i t 's  kep t ou t of w r it in g . " U nion com ­
m itteem en a lso  adm itted  th a t  a lo t  of th in g s  w ere  done to  get around 
th e  c o n tra c t . One lo c a l union o ffice r adm itted  th a t  th e  su p erin ten d en t 
had  to ld  him  he d id  not ca re  w hat arrangem en ts w ere  m ade , but i f  he 
(union o fficer) go t in to  tro u b le , th e  co n trac t w ould  haye to  be follow ed 
down th e  l i n e .
Labk of u n io n -c o n sc io u sn e ss  w as an o th e r re a so n  for th e  inform al 
a rran g em en t. In  some c a s e s ,  th e  w orkers show ed  a h igh  degree  of 
so lid a rity  in  term s of responding to  s tr ik e  c a l l s .  But on many m atters 
th a t  cou ld  be  "nego tia ted" s e c re t ly , th e  w orkers su p p o rted  a c tio n s  th a t 
w ere  ad v an tag eo u s to  them . U su a lly , th e se  co v e rt d ea lin g s  invo lved  
th e  union  com m itteem an and a departm en tal su p e r in te n d e n t. T hese tw o 
p a r t ie s  w ould  o ften  trade  favors and o f ts i  an  "exchange  s tru c tu re"  
d e v e lo p e d . As an  exam ple , many tim es w orkers w ould  b e  re c la s s if ie d  
in to  h igher paying  ca teg o rie s  w ithout having to  com ply w ith  teslscars 
c a lle d  for in  th e  c o llec tiv e  agreem ents . In re tu rn , th e  g riev an ce  com ­
m itteem an w ould  no t push "ro tten"  or "tough" g rie v a n c e s  up th e  l in e .
The g riev an ce  com m itteem an w ere re -e le c te d  b e c a u se  of th e ir  "p o litic a l 
a s tu te n e s s "  ra th e r th an  th e ir  o p p o sitio n  to  m anagem en t. The com m itteem en 
w ould  " e le c t"  inform al le a d e rs  to  be p o lit ic a l  w h ip s to  defend  th e  1
47 M elv ille  D a lto n , "U noffic ia l U n ion-M anagem en t R e la tio n s ,"  
A m erican S o c io lo g ica l R eview . V ol. 15, No. 4 ,  A ugust, 1950, p . 612 .
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com m itteem en 's a c t io n s . In  return  they w ere  rew arded  w ith  favors from 
th e  inform al re la tio n sh ip  they  had w ith  m anagem ent.
M anageria l in co h e s iv en e ss  a ls o  accoun ted  for som e of th e  
inform al re la tio n s h ip s . Sometimes the  front lin e  su p e rv iso rs  fe lt th a t 
th e y  w ere  abandoned a s  m anagem ent by h igher o f f i c ia l s . As a  r e s u l t ,  
th e s e  forem en w ould not hand le  g r ie v a n c e s , but w ould  p u sh  them  on up 
to  th e  nex t h igher le v e l m anager. In  ano ther s i tu a t io n , one departm ent 
su p e rin ten d en t would no t g ive an "easy "  t e s t  so  th a t th re e  w orkers might 
g e t r e c la s s i f ie d .  The com m itteem an took th e  c a se  to  th e  d iv is io n  head  
and  c la im ed  th e  te s ts  w ere to o  h ard . The d iv is io n  c h ie f  had  two em ­
p lo y ee s  he w an ted  prom oted, but th ey  la c k e d  s e n io r ity . Thus an  inform al 
ag reem en t w as reach ed  w hereby the  three w orkers w ould  be g iven  te s ts  
th e y  cou ld  p a s s ,  and th e  d iv is ion  h e a d 's  tw o  em ployees go t a  prom otion .
Economy and p roduction  p ressu res  som etim es c a u s e d  m anagem ent 
and  un ion  to  evade  th e  term s of the c o n tra c t. At t im e s , p re ssu re  from 
to p  m anagem ent w ould put th e  squeeze  on a  f i r s t - l in e  su p e rv iso r . T hus, 
he  w ould  be caugh t betw een top  m anagem ent and th e  u n io n . The union 
p rev en ted  any "large s c a le  p roductive c o e rc io n ."  H ow ever, th e  forem en 
w ould  co v ertly  rew ard th o se  w orkers who put forth ex tra  effort w ith  h igher 
pay ing  jo b s ,  e a s ie r  jo b s ,  and overtim e in  h is  own and o th e r  d e p a rtm e n ts . 
Som etim es th e  com m itteem an w ould co llab o ra te  by deny ing  th a t  such  
a c tio n s  w ere  d e lib e ra te  w hen su sp ic ious w orkers in q u ire d  in to  the  m atter 
and  by re fu s in g  to  p ro cess  g riev an ces w hen they  w ere  f i le d  on su ch  i s s u e s .
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The foregoing exam ples do not d ep le te  su ch  "inform al" re la tio n ­
sh ip s  a s  th ey  e x is te d  in  th e  th ree  p la n ts  o b se rv e d . And of c o u rs e , 
th e re  is  no proof th a t such  p ra c tic e s  e x is t  in  a l l  c o m p a n ie s . I t  is  
a p p a ren t how ever, th a t labor-m anagem ent re la tio n s  environm ent g o es  
beyond  th e  formal, un ion-m anagem ent c o n tra c t, and th e s e  "u n o ffic ia l"  
re la tio n s  a re  im portant in  som e s itu a tio n ssa s  th ey  a ffe c t m anageria l 
d e c is io n  m aking.
C . M anagem ent-Labor C ooperation
A p o licy  of un ion-m anagem ent co o p era tio n  c o n s id e rs  th e  un ion  a s  
a n  a lly  in  im proving the  e ffic ien cy  of th e  p la n t .  In  p ra c tic e  th is  i s  a 
tw o -w ay  p o lic y . The union is  concerned  not only  w ith  g e ttin g  c o n c e s ­
s io n s  for th e  m em bers, i t  i s  a ls o  concerned  w ith  he lp ing  m anagem ent 
p rov ide  th e  c o n c e s s io n s . U nder th e  un ion-m anagem ent co o p era tio n  
p h ilo so p h y , bo th  p a rtie s  " c re a te  and m ain tain  a  p o s itiv e  p lan n ed  c o ­
o p e ra tiv e  program , a  program d e s ig n ed  to  in c re a se  e f f ic ie n c y , p ro d u c tiv ity , 
an d  team w ork , and  lik e w ise  to  g ive g re a te r  se cu rity  to  th e  union and  
a d v a n ta g e s  to  i t s  m em bers. "48
P a rtic ip a tio n  on th e  p a rt o f th e  union i s  th e  one e s s e n t ia l  in ­
g red ie n t in  th is  ty p e  of p o lic y . P lan s and program s a re  s e t  to  a ch iev e
4 8 o a le  Y oder, P e rsonne l P rin c ip les  and P o l ic ie s , 2nd Ed. 
(Englewood C l i f f s , N . J . :  P re n tic e -H a ll, I n c . ,  1959), p .  177.
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an  arrangem ent w hereby o b jec tiv e s  of the  com pany a re  "p e rso n a liz e d  
by union  m em b ers ." W ith  the  developm ent of a team  " sp ir it"  under 
th is  arrangem ent i t  i s  ex p ec ted  th a t th e  em ployee 's  p e rcep tio n  of h is  
ro le  w ill  be c la r if ie d  and broadened so  th a t he dev e lo p s more in te re s t  
and en th u s ia sm  in  h is  jo b .
There a re  many v a ria tio n s  to  union-m anagem ent c o o p e ra tio n . In 
som e in s ta n c e s  i t  may approach a fu ll p a rtn e rsh ip . In  m ost c a s e s ,  
s tip u la te d  o b je c tiv e s  a re  so u g h t. Even though th e re  a re  w ide  v a ria tio n s  
in  un ion-m anagem ent coopera tion  program s, i t  w as reco g n ized  e a rly  th a t 
th e re  w ere  c e r ta in  e s s e n t ia ls  for su c c e ss fu l im plem enta tion  and o p e ra ­
tio n  of th e s e  programis. A 1928 study  ou tlined  c e r ta in  p re re q u is ite s
(1) All p lan s invo lve  'fu ll and c o rd ia l' reco g n itio n  of th e  
union or un ions involved  a s  re p re se n ta tiv e s  in  th e  
barga in ing  un it .
(2) An e s s e n t ia l  se ttin g  for a ll  such  p lan s  is  a  w ritte n  
c o lle c tiv e  agreem ent th a t in c lu d es  p ro v isio n s g o v ern ­
ing w a g e s , h o u rs , o th er working c o n d itio n s , and  a 
sy s te m a tic  procedure for se ttlin g  g r ie v a n c e s .
(3) P lans a re  b a se d  on w illin g n e ss  on th e  part of an  
em ployer to  he lp  th e  union or unions so lv e  som e of 
th e ir  problem s in  retu rn  for union coo p era tio n  in  
so lv ing  th e  em p loyer's  p rob lem s.
(4) P lans g en era lly  beg in  w ith  an  agreem ent to  provide 
in c re a se d  s ta b il i ty  of em ploym ent.
(5) P lans m ost commonly em phasize  a s  major o b je c tiv e s  
th e  red u c tio n  of w a ste  and th e  developm ent of g re a te r  
e ffic ie n cy  in  o p e ra tio n s .
49I b i d . . p .  178.
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(6) P lan s u su a lly  e s ta b l is h  form al procedure or m achinery 
for prom oting coopera tion  and  m aintain ing  the  jo in t 
program .
(7) P lan s u su a lly  in c lu d e  some m eans of ap p ra is in g  re s u lts  
and  sharing  th e  econom ic b e n e fits  g a in ed  through  c o ­
o p e ra tio n .
M any of th e s e  sam e e s s e n t ia ls  a re  s t i l l  em p h asized .
To a g rea t e x te n t,  th e  po licy  of union-m anagem ent co o p era tio n  
u n d e rta k es  a program th a t  is  som ew hat ak in  to a pa rtn e rsh ip  a rra n g e ­
m en t. D ubin h as p o in ted  out th a t th is  po licy  i s  e s s e n t ia lly  a sy s tem  
of jo in t c o n s u l ta t io n .50 C ooperation  su ch  as th is  b eg in s  w ith  th e  fu ll 
a c c e p ta n c e  of th e  union and th e  c o lle c tiv e  ba rga in ing  p ro c e s s . T hese  
co o p era tiv e  program s vary  in  the  degree  of c o n su lta tio n . On som e 
i s s u e s  th e  union may b e  c o n su lte d  on m ost m anagerial p ro b lem s, w h e reas  
in  o th er s i tu a t io n s , c o n su lta tio n  may be lim ited  to  m atters sp e c if ic a lly  
a ffe c tin g  th e  e m p lo y e e s . M any tim es co o p era tiv e  program s are brought 
to  fru itio n  through  m anagem ent-un ion  com m ittee . T his com m ittee 
u su a lly  c o n s id e rs  problem s and su g g e s ts  s o lu t io n s .
During W orld  W ar I I ,  m anagem ent-union  com m ittees perform ed 
many s e rv ic e s  and  m ade many con tribu tions to  g re a te r  p ro d u c tiv ity . 
Program s d e s ig n ed  to  p reven t or reduce  ab sen te e ism  and in c re a s e  e f ­
fic ie n c y  w ere  se t  u p . A ccident p reven tion  w as one of the  common and
^ R o b e r t  D ubin , "U nion M anagem ent C ooperation  and P roduc­
t iv i ty ,"  In d u s tr ia l and Labor R elations R eview . V ol. 2 , N o . 2 , Ja n u a ry , 
1949, p p . 195-209 .
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probably  the  m ost prom ising  su b je c ts  o f co o p era tio n . W aste  reduc tion  
program s seem ed  to  be  a fa irly  w e ll su ite d  su b jec t for c o o p era tio n .
A lthough during W orld W ar I I ,  labor-m anagem ent com m ittees 
a c c e p te d  an  im portan t sh a re  of m anagerial r e s p o n s ib ili t ie s , many 
h igh ly  c o n tro v e rs ia l i s s u e s  w ere dodged . M atters o f n a tio n a l in te re s t  
w ere  c o n c e n tra te d  u p o n . M any "tough" q u estio n s  w en t by th e  board  
a s  both  un ions and m anagem ent sought to  advance w artim e production  
in  a common c a u se  o f p e a c e . W hen  h o s ti l i t ie s  e n d e d , th e s e  q u e s tio n s  
becam e im p o rtan t, and  th e  u n se ttle d  is s u e s  w ere re sp o n s ib le  in  .part 
for th e  d e c lin e  of labo r-m anagem en t co m m ittees . As the econom y b e ­
cam e more " s e t t le d ,  " and  a d ju s te d  a fte r  th e  w a r, th e re  w as an 
in c r e a s e ,  a lthough  no t a rap id  o n e , in  union-m anagem ent coopera tive  
p la n s .
In 1949, E rnest D ale s tu d ied  some 226 firms w hich  had  adopted  
un ion-m anagem ent co o p era tiv e  p l a n s . D a l e  po in ts  out th a t " th o se  
su b je c ts  of co o p era tio n  a re  lik e ly  to  be m ost su c c e ss fu l w here th e re  
is  a h igh deg ree  of jo in t in te re s t  and  w here s tan d ard s of p ro fe ss io n a l 
com petence  coun t h e av ily  and can  be  checked  or m easured  e a s i l y .  2 
There a re  som e su b je c ts  th a t  do not seem  to  offer a s  much s u c c e s s  in
®^Ernest D a le , " In creas in g  P roductiv ity  through L abor-M anage- 
m ent C o o p e ra tio n ,"  In d u s tr ia l and  Labor R elations R ev iew , Vol. 3 ,
N o . 1, O c to b e r, 1949, p p . 3 4 -4 4 .
5 2Ib id . . p . 36 .
1 1 3
cooperation  a s  the o n e s  m en tioned  ab o v e . Job evaluation  program s 
are one such  s u b je c t .  A lthough com plete ly  sa tis fa c to ry  repo rts  have 
come from jo b  ev a lu a tio n  p ro g ram s, th e  record  of such ach ievem ents 
have not b e en  uniform . "W ith  jo b  to  e v a lu a tio n / d iff ic u ltie s  appear 
to  re flec t a failu re  o n  the  p a rt o f both unions and em ployers to  under­
s ta n d , in s is t  on , a n d  re s p e c t  p ro fe s s io n a l c o m p e te n c e ."33 In one 
study E rnest Dale found  th a t  jo in t re sp o n s ib ility  in  tim e and  motion 
study and jo in t  c o n tro l of d isc ip lin e  program s w ere  m ost lik e ly  to  
re su lt in  fa ilu re . P ro b ab ly  m utuality of o b je c tiv e s  w ere more d ifficu lt 
to  d e m o n s tra te .3^
The c o n d itio n s  w h ich  w ere p reva len t a t th e  tim e cooperative  
p lans w ere lau n ch ed  seem s to determ ine  th e  varying deg rees in  c o ­
o p era tio n . W hen th e  un ion  ta k e s  the in it ia tiv e  in  e s ta b lish in g  p la n s , 
i t  u su a lly  w il l  have a  more dom inant ro le  to  p la y . The garm ent industry  
w here th e  unions so u g h t s u c h  program s to  p ro tec t the  wage lev e l of 
th e ir  members is  an  e x a m p le . W hen th e  em ployer h as been th e  in it ia to r  
of such  program s, e . g . ,  p rogram s to  in c re a s e  m anual and m achine 
e ff ic ie n cy , th e  role o f  th e  un ion  is  g en e ra lly  more lim ited .
U nion-m anagem ent co o p era tio n  p lan s  are  not in tended  to  su p p lan t 
c o llec tiv e  b a rg a in in g . R a th e r, th ey  a re  u su a lly  regarded  a s  experim ental
53 D ale Yoder, op_. c i t . , p .  184.
3^E rnest D a le , op . c i t . , p .  38 .
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If bo th  p a rtie s-w an t co o p era tiv e  p lans to  w ork , th e re  m ust be 
m utual t ru s t  and co n fid e n ce . F u rther, th e re  m ust be w e ll defined  
g o a ls  on w hich  to  b a se  th e s e  p la n s ,  and th e re  should  be a c le a r  
agreem ent and understand ing  regard ing  th e  su b je c t m atter and degree  
of co o p era tio n .
D . P o s s ib le  E ffects on Firm C ontinu ity
The environm ent of labo r-m anagem ent re la tio n s  v a rie s  from firm 
to  firm . I t  cannot be e x a c tly  the  sam e in  a l l  firm s nor a t a ll  tim es 
w ith in  e ac h  firm . F o rc e s , a t t i tu d e s , and o th er fac to rs  change through 
tim e . Som etim es the  environm ent i s  su ch  th a t  lab o r and  m anagem ent 
w ill  coopera te  to  p reven t a p o s s ib le  b u s in e ss  fa ilu re . At o th er tim es 
firms may c lo se  a p lan t for econom ic rea so n s  if  m anagem ent and  the  
union  canno t come to  te r m s . S t i l l  in  o ther c a s e s , a  firm may d ec id e  
to  c lo se  a  p lan t ra ther th a n  to  d e a l w ith  a un ion , w h ile  some firms 
may try  to  re lo c a te  in  a n o th e r  a r e a .  S e lec te d  exam ples w ill show 
some w ays in  w hich th e  environm ent a ffe c ts  m anager's  d e c is io n s .
In o rder to  fo re s ta ll  th e  p o s s ib il i ty  of c lo s in g  an  Akron p lan t 
of th e  G oodyear Tire an d  Rubber C o . , the com pany and th e  lo c a l  union 
of th e  U nited  Rubber W orkers a g re ed  on a p lan  to  im prove the  p la n t 's  
com petitive  p o s itio n . The p la n  c a lle d  for th e  w orkers to  a cc ep t the  
re s p o n s ib ility  for opera ting  equ ipm ent in  "ano ther lo c a tio n ."  W orkers 
who w ere to  lo se  th e ir  jo b s  a s  a re s u l t  in  th e  change w ere  to  be
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p la n s —an a d a p ta tio n  of and  an  e x te n s io n  to  c o lle c tiv e  b a rg a in in g .
Such p lan s re p re se n t th e  e ffo rts  on th e  part of labor and m anagem ent 
to  re a liz e  th e  b e n e f its  from c o lle c tiv e  a c tio n  w hile  developing  a 
coopera tive  a tt i tu d e  on th e  part of m anagem ent, u n io n s , and  w o rk e rs .
As ex p e rim en ts , th e s e  p lan s  a re  su b je c t to  some prob lem s.
One su ch  problem  i s  m utual s u s p ic io n . One m ajor hazard  to  
cooperative  p lan s i s  sk e p tic ism  and c y n ic ism . Many tim es th e re  is  
d isb e lie f  on th e  p a rt o f one or more p a rtie s  th a t the  o ther party  w ill
i
a c tu a lly  c o o p e ra te . Each s id e  may se n se  a  feeling  of a sub terfuge  th a t 
o b scu res  "o n e -s id e d "  o b je c tiv e s .  The union may fee l th a t m anage­
m en t's  know ledge of union  w e a k n e ss  may be u sed  a g a in s t th e  union 
and inform ation  g a in e d  may be  u sed  a s  a lev e rag e  a g a in s t th e  un ion .
Employers may fe e l th a t  co o p era tiv e  program s w ill  only re su lt  
in  th e  union p u ttin g  more p re s su re  on  m anagem ent and re s tr ic tin g  or
tak in g  over "m an ag eria l p re ro g a tiv e s ."
55
In one study  i t  w as found th a t bo th  union and m anagem ent w ere 
in  d isag reem en t on how much union p a rtic ip a tio n  there  should  b e .
There w as a ls o  d isag reem en t on th e  v a lu e  or degree of sa tis fa c tio n  
g a in ed  from p re se n t p ra c t ic e . O ver a  th ree  to  fo u r-y ea r p e rio d , the  
p a rtie s  had a  ten d e n cy  to  w iden  th e  gap  of ag reem ent.
____________________________________ 9
^ 5M ilton  D erb e r, e t .  a l . , "U nion P a rtic ip a tio n  in  P lan t D ecisio n  
M ak in g . 11 In d u s tr ia l and  Labor R e la tions R eview , Vol. 15, N o. 1, 
O c to b er, 1961, p p . 8 3 -1 0 1 .
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re c la s s i f ie d . A lthough th e re  w as no a c tu a l th re a t th a t th e  Akron p lan t 
w ould c lo s e ,  m anagem ent announced  th a t i t  m ight have to  c lo s e  if  
a d ju s tm en ts  w ere  not m a d e .56
A lleged re a so n s  for b u s in e s s  fa ilu re s  are  le g io n . Some of the  
fa ilu res  may be due to  "m anageria l"  fac to rs  and o th e rs  are  a ttr ib u te d  
to  "o u ts id e  env ironm enta l"  f a c t o r s . A m o n g  th e  ex te rn a l fac to rs  
a ttrib u tin g  to  th e  fa ilu re  of a  b u s in e ss  en te rp rise  i s  th e  labo r u n io n .
In such  c a s e s  (as fa r a s  m anagem ent i s  concerned) th e  union forced  
the  firm out of b u s in e s s .
As an  ex am p le , c o n s id e r  th e  c a s e  of Buffalo S te e l C o rpo ra tion , 
in  B uffalo , New Y ork. In  th e  d e c is io n  to  c lo se  th e  p la n t , m anagem ent
blam ed th e  union for e re c tin g  b a rrie rs  to  e ffic ien t o p era tio n  in  th e  u se
58of m anpow er. A lthough reco g n iz in g  th a t th e  r e c e s s io n  of 1960-1961 
had  an  e ffe c t on  p r ic e s  and  p ro f i ts ,  a  Buffalo V ice-P res id en t s a id  th a t 
th is  w as not th e  determ in ing  fac to r in  c lo s in g  the  p la n t . The com pany 
had to ld  th e  union th a t ,  "It w ould  be fo rced  to  the  w a ll in  Septem ber 
(1962) b e c a u se  i t  w as lo s in g  m o ney ."  The com pany la te r  made an  offer
C C
"D evelopm ents in  In d u s tr ia l R e la tio n s ,"  M onthly Labor R eview , 
Vol. 8 4 , N o. 2 , F eb ruary , 1961, p .  185.
57 "An A nalysis  o f E nvironm ental and M anageria l F acto rs in  th e  
S u c c e ss  or Failu re  o f Sm all M anufactu re  E n te rp r is e ,"  Sm all B u sin ess  
M anagem ent R esearch  R eport, Bureau o f B usiness and Economic 
. R esea rch , U n ivers ity  o f Io w a , S ep tem ber, 1963, p .  109.
58»D eath of a  S te e l C om pany—A C ase  H is to ry ,"  U . S . News 
and W orld R eport. V ol. 43 , N o . 18 , O ctober 29 , 1962-, p p . 100-104 .
117
to  s ta y  open  if  th e  union  w ould a c c e p t a  fifty  cen ts  an hour red u c tio n  
in  p a y . The union  d e c lin e d  th is  o ffe r. About th is  tim e a  group of 
w orkers in  th e  p lan t sough t to  o u s t th e  S te e l W orkers U nion . This 
group w as d e fea ted  by a m argin of a lm ost tw o to  one in  an  N .L .R .B . 
e le c tio n . The next day th e  com pany announced th a t  the  s te e l  p lan t 
w as for s a le .
Jo seph  P . M olony , New York S ta te  D irector o f the  S te e lw o rk e rs , 
he ld  th e  view  th a t a  tem porary  w age cu t w ould not work and if  a  com pany 
depended  on a w age cu t to  s ta y  in  b u s in e s s ,  it  w as a lread y  on th e  w ay  
o u t. M r. M olony fu rth er s ta te d  th a t  th e  company not only w an ted  to  
cu t w a g e s , bu t a ls o  to  change  som e work arrangem ents re su ltin g  in  
th e  e lim in a tio n  of som e jo b s .  A ccording to  M r. M olony , if w ages 
w ere cu t in  one com pany , o th er com panies would b e  p laced  in  a 
"no n -co m p e te tiv e  p o s i t io n ."  W hat M r. M olony ap p aren tly  fa iled  to  
se e  w as th a t by  not a c c e p tin g  a  w age cu t in  a  p a rticu la r com pany th a t 
company may be  p la c e d  in  a "no n -co m p etitiv e  p o s it io n ."
The Buffalo p la n t of th e  A llegheny Ludlum S te e l C orporation  a ls o  
c lo se d  in  1960 a fte r  th e  union  fa ile d  to  ag ree  to  a more su ita b le  co n tra c t 
for m anagem ent. A . F . C . In d u s tr ie s , once employing 3 ,0 0 0  w o rk e rs , 
in  Buffalo w as c lo s e d  in  1960 a fte r  the  company ex p erien ced  17 W ild ca t 
S trikes in  two m o n th s . A lso in  B uffalo , th e  New York C ar W heel 
Com pany w ent bankrup t and  c lo s e d  th e  firm a fte r i t  had sp en t se v e ra l 
m illion  d o lla rs  to  im prove th e  p la n t .  Bankruptcy cam e a f te r  th e  S te e l­
w orkers U nion c a l le d  a long s tr ik e  in  1958.
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In  th e s e  c a s e s ,  r ig h tly  or w rongly , m anagem ent b lam ed th e  
unions for hav in g  to  c e a s e  o p e ra tio n s . In  any e v e n t, it c an  be seen  
th a t th e  environm ent of labo r-m anagem en t re la tio n s  a ffe c ts  m anageria l 
d e c is io n  m aking .
In  O c to b er, 1962 , th e  N . L. R . B. h e ld  th a t th e  em ployer com pany, 
D arlington M an u fac tu rin g  Com pany, w as gu ilty  of an  unfair lab o r p ra c ­
tic e  by  c lo s in g  its  p la n t a f te r  a  union had won a c e r tif ic a tio n  e le c tio n . 
The board h e ld  th a t ev en  i f  th e  union v icto ry  w as not the  only rea so n  
the  company c lo s e d  i t s  doors and  so ld  the  equipm ent, it w as one of 
th e  d irec t c a u s e s  a n d  by c lo s in g  i ts  doors and d ischarg ing  th e  em ­
p lo y e e s , the com pany w as in  th e  w rong.
The b o a rd  h e ld  th a t th e  a ff il ia te d  com panies w ere so  c lo se ly  
connec ted  w ith  the D arlin g to n  Com pany so a s  to  c o n s titu te  a sin g le  
e n te rp r ise . T he com pany (including a ff i l ia te s )  w as ordered  to  pay a l l  
em ployees b a c k  pay from th e  tim e th ey  w ere d isch arg ed  to  th e  tim e 
they  found "co m p arab le"  jo b s ; to  o ffer jo b s  to  the  d isp la c e d  w orkers 
in  o th e r p la n ts  w ithou t lo s s  in  sen io rity  or o th er r ig h ts ; to  pay t r a n s ­
p o rta tio n  c o s ts  for w o rk e rs  so hired; and to  p lace  o ther em ployees (for 
whom no jobs w ere c u rre n tly  a v a ila b le )  on a p refe ren tia l h iring  l i s t . 59
In  a N ovem ber, 1963, ru lin g , th e  U . S .  Court of A ppeals for th e  
Fourth C ircu it o v e r-ru led  th a t N . L. R. B. d ec is io n  of 1962. The court
59 "S ig n ifican t D e c is io n s  in  Labor C a s e s ,"  M onthly Labor R eview , 
Vol. 8 5 ,  No. 12 , D ecem b er, 1962, p p . 1393-1394.
119
held  th a t in  c e s s a t io n  of b u s in e s s  to  avo id  dealing  w ith a  un ion , the  
em ployer pays th e  p rice  for i t  by perm anent d isso lu tio n  o f b u s in e s s .
The th re e - to - tw o  d e c is io n  s tip u la te d  th a t such  a c tio n  by m anagem ent 
cou ld  apply  only  w here  th e  firm w as going ou t of b u s in e ss  pe rm anen tly ,
but not for a tem porary  in te rm iss io n  to  avoid  dealing  w ith a u n io n .
(
At t im e s , th e  m anagem ent of a com pany may begin  to  look to 
o th er s ta te s  or geog raph ic  a re a s  in  w hich  to  re lo c a te  the  firm . 
M anagem ent may be prom ised  ch eap er la b o r, tax  a d v a n ta g e s , or o ther 
inducem ents i f  i t  w ill  make th e  m ove. R elocation h as becom e a 
troub lesom e an d  com plex d e c is io n , and "The growing o p p o sitio n  of 
union and  p lan t com m unities to  com panies planning to  re lo c a te  e l s e ­
w here  h as c a u se d  many m anagem ents to  review  th e ir  d e c is io n s  and to
fi 1ta k e  a hard  look a t re lo c a tio n  s c h e d u le s ."  C ourts have he ld  th a t 
w orkers have " v e s te d  in te re s ts "  in  jo b s  they  have held  for a num ber of 
y e a r s .  This r ig h t, a s  co n stru ed  by the  c o u rts , does not end w ith  th e  
term ina tion  of th e  c o n tra c t ,  even  if  h is  union c e a s e s  to  re p re se n t him 
in  b a rg a in in g . If th e  em ployer re lo c a te s  h is b u s in e s s , he  u su a lly  h as  
to  g ive p re fe ren tia l o fferings to  th e  em ployees at th e  old lo c a tio n .
Judge Fred W . F a e ss  ru led  (in a c a s e  involv ing  a movement from D etro it,
^ " L a t e s t  on B u s in e s s 's  Right to  C lo s e ,"  _U_. S . News and  W orld 
R eport, Vol. 5 5 , N o. 23 , D ecem ber 2 , 1963, p . 9 5 .
"L abor, th e  Law , and P lan t L o ca tio n ,"  M anagem ent R ev iew , 
Vol. 50 , N o. 9 , S ep tem ber, 1961, p . 74 .
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M ichigan  to  L ebanon , T en n essee) th a t "C o llec tiv e -b a rg a in in g  a g re e ­
m ents grout em ployees c e rta in  b e n e fits  and righ ts th a t becom e v e s te d  
in  th e  s e n se  th a t  th ey  canno t be u n ila te ra lly  den ied  w ithout the  
em p lo y ees ' c o n s e n t . " ^
It c an  be  se e n  th a t th e  environm ent of labor-m anagem ent r e la ­
tio n s  does a ffe c t m anageria l d e c is io n  m aking , w hether the  d e c is io n  
is  to  c e a s e  o p e ra tio n s  e n tire ly , or m erely to  gain  a more ad v an tag eo u s 
p o s itio n  in  an o th e r lo c a tio n . The d ec is io n  to  move (or to  go out of 
b u s in e ss )  to  evade  d ea lin g  w ith  unions genera lly  w ill  be c o n sid e red  
an  un fair p r a c t ic e . D e c is io n s  to  move (or to  cau se  opera tions) for 
econom ic re a so n s  a re  not su b je c t to  barg a in in g , but in  the  c a s e  of a
move for econom ic r e a s o n s , d isp o s itio n  of em ployees is  a barga in ing  
63i s s u e .
62I b i d . . p .  74 .
6 3 "New G u id e lin es  on R e lo ca tio n ,"  Employee R ela tions B u lle tin . 
A b strac ted  in  P e rso n n e l M anagem ent A bstracts Vol. 9 , N o. 2 , Sum m er, 
1963, p . 27 .
CHAPTER IV
PUBLIC ATTITUDE AS AN ENVIRONMENTAL FACTOR 
A. P ublic  A ttitude May Affect D ec is io n  M aking
In C hap te r I I ,  pub lic  a ttitu d e  and opin ion  w ere  d is c u s se d  a s  
t  pub lic  p o licy  form ally e x p re sse d  by th e  co n g ress  and th e  c o u rts . Not
a l l  pub lic  a ttitu d e  is  e x p re sse d  through la w s , how ever. Y et, th e s e  
a tt i tu d e s  w h ich  a re  not e x p re sse d  through form alized  public  po licy  can  
have an  im portan t b earing  on  th e  d e c is io n s  of m an a g e rs .
Some o f th e s e  a tt i tu d e s  w ill be covered  in  th is  c h a p te r . U nder 
g en e ra l a t t i tu d e s , d e c is io n  making w ill be co n sid ered  in  term s of 
b u s in e s s  e n te rp r is e s  seek in g  to  bu ild  an  im age th a t  w ill  be a c c e p ta b le  
to  the  p u b lic , and in  ga in ing  pub lic  a c c ep tan c e  o f an  id e a . A tten tion  
w ill  th e n  be  d ire c te d  to  more sp e c if ic  fac to rs  th a t a ffec t m anageria l 
d e c is io n s . The C onsum er M ovement and th e  M arketing C oncept w ill  
be d is c u s s e d  in  term s of th e ir  e ffec t on d e c is io n s . Although p u b lic  
po licy  h as  not b een  fu lly  form alized  through law s a s  y e t on rac e  r e l a ­
t io n s ,  su ff ic ie n t p re s su re  h a s  been  ex erted  a g a in s t b u s in e ss  firm s to  
a ffec t m anageria l d e c is io n s . The environm ental e ffe c ts  of rac e  re la tio n s  
w ill  be c o n sid e red  here  a s  one fac e t of th e  pub lic  a tt i tu d e .
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1 . G en era l A ttitu d es
M any b u s in e s s  firms are  co n sc io u s of the  fac t th a t th e  w ays in  
w h ich  th e  p u b lic  a t la rg e , or any  p a rticu la r p u b lic , v iew s th e  com pany 
c a n  have far reach in g  e ffe c ts  a s  to  th e  accep tan ce  of a p ro d u c t, th e  
lab o r re la tio n s  p o lic y , or o f th e  company i t s e l f .  This ho lds for 
b u s in e s s  firm s in  g e n e ra l, and for ind iv idua l firms in  c e r ta in  com ­
m unities in  p a r t ic u la r . As one m ethod of w inning th e  p u b lic 's  fav o r, 
many firm s have  tu rned  to  Public  R elations a s  one of th e  functions of 
m anagem ent. I t i s  app ropria te  here  to  define Public  R e la tio n s , and to  
p re se n t som e w ays in  w hich  m anagem ent h as  u sed  pub lic  re la tio n s  to  
g a in  th e  p u b lic 's  favor on s e le c te d  p roblem s.
A lthough p u b lic  re la tio n s  m eans d ifferent th in g s  to  d ifferen t 
p e o p le , i t  c a n  be defined  a s  th e  function  (or p ro cess) of eva lua ting  
pub lic  a t t i tu d e s  and id en tify in g  w ith  the  public  th e  p o lic ie s  and  p ro ­
gram s of an  o rg a n iz a tio n .*  C anarroe s ta te s  th a t pub lic  re la tio n s  m eans 
ed u ca tin g  p eo p le  in  favor of your company; and in  comm unity r e la t io n s , 
th is  m eans p resen tin g  the  fa c ts  th a t your company fe e ls  th e  public  
shou ld  know in  term s of th e ir  (the p u b lic 's )  point of v ie w .^  H ow ever,
*John E . M arsto n , The N ature of Public R elations (New York: 
M cG raw -H ill Book C om pany, I n c . ,  1963), p .  5 .
^R ichard R. C o n arro e , "Public  R elations: Low C o st W ay to  
Build Your C om pany ,"  B u sin ess  M anagem ent, Vol. 23 , N o. 6 ,
M arch , 1963, p p . 4 9 -5 1 .
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a ll  firms have p u b lic  r e la t io n s , good or bad; C o n arro e 's  s ta tem en t 
re fe rs  to  good pu b lic  r e la t io n s .
Shortly  a f te r  W orld W ar I I ,  a m anufacturer w an ted  to  rebuild h is  
m ain p lan t to  produce c h e m ic a ls . The p la n t, lo ca te d  near a  large  c i ty ,  
w as  over fifty  y e a rs  o ld . W hen th e  com pany announced p lan s to  rebuild  
to  p roduce c h e m ic a ls , o p p o sitio n  from th e  tow nspeop le  d ev e lo p ed . The 
c ity  a u th o ritie s  q u ick ly  p a s s e d  a zoning ord inance and  w ould not allow  
th e  com pany to  open a new w a s te  d isp o sa l b e d . The company c a lle d  
in  a  pub lic  re la tio n s  firm to  su rvey  th e  community a ttitu d e  tow ards th e  
com pany. The re s u l ts  from th e  survey  show ed th a t th e  community r e ­
garded  th e  com pany w ith  g e n era l su s p ic io n .
The p u b lic  re la tio n s  firm su g g e s te d  th a t m anagem ent in v ite  th e  
lead in g  to w n sp eo p le  to  th e  p lan t to  s e e  w hat th e  company produced 
and  how i t  w as p ro d u ced . It w as a lso  su g g e s te d  th a t the  company 
p ledge  to  la n d sc a p e  th e  new w a s te  bed  lo ca tio n  so th a t  i t  w ould not 
be  v is ib le  a s  su c h , and  to  p repare  th e  o ld  w a s te  bed  so  th a t i t  cou ld  
be p la n te d . A nother su g g e s tio n  w as for th e  company to  conduct a s u s ­
ta in e d  cam paign  to  t e l l  th e  tow nspeop le  about the  p lan s for w a s te  
d isp o sa l and to  p re se n t p lan s  a t zoning  h e a r in g s . The company fo llow ed 
th e  su g g e s tio n s  w ith  s u c c e s s .  Zoning reg u la tio n s w ere  abandoned , 
enab ling  th e  com pany to  p roceed  a s  p lanned .'*
**john F . M oynahan , "O pinion R esearch : To Solve a Problem , to  
G rasp  an  O p p o rtu n ity .11 P ublic  R ela tions Tournal. Vol. 19, N o . 6 , Ju n e , 
1963, p p . 2 6 -2 7 .
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One poin t o f tro u b le  in  comm unity re la tio n s  is  a ir p o llu tio n .
Pendray has su g g e s te d  th a t  m anagem ent should  tak e  p o s itiv e  s te p s  
w hen i t s  com pany is  a c c u se d  of po llu ting  th e  a i r .  F irst th e  firm shou ld  
find out in  d e ta il  j u s t  w hat th e  s itu a tio n  i s —determ ine th e  rea l na tu re  
of c o n flic t . O nce a  program h a s  b e e n  s ta r te d  th e  company should  te l l  
the  comm unity w hat it  h a s  done and  w hat i t  is  now do ing . P rogress 
repo rts  should  be m ade a s  th e  program p ro g re s se s . It is  im portant to  
find out th e  re a l na tu re  of th e  problem  as  a  com plaint about any one 
th ing may a c tu a lly  be a com plain t about th e  company in  g e n e ra l.^
The W este rn  O il and  G as A sso c ia tio n  follow ed the  above g en era l 
p lan  in  the  Los A ngeles a rea  w hen th e  smog problem  firs t becam e se r io u s . 
In  th is  c a se  th e  n ew sp ap ers  p u b lish ed  a r t ic le s  about the  smog s i tu a t io n , 
a ccu sin g  th e  petro leum  in d u stry  of being th e  ch ie f c u lp r i t . Com m ittees 
began  to  be form ed c a llin g  for im m ediate a c tio n . O rdinances dem anded 
industry  to  in s ta l l  proper sm oke contro l equ ipm ent. The O il and G as 
A sso c ia tio n  c a lle d  in  a pub lic  re la tio n s  firm to  find out th e  te c h n ic a l 
a s p e c ts  of th e  problem  and a ls o  to  find out w hat the  re s id e n ts  th o u g h t.
From a su rvey  conducted  by th e  pub lic  re la tio n s  f irm s , i t  w as found 
th a t on ly  7 per cen t of th e  peop le  fe lt  th a t the  petroleum  industry  c a u se d  
th e  sm og, bu t 92 p e r cen t fe lt  th a t th e  re a l  c a u se  should be  determ ined
^G . Edward P en d ray , "Air P o llu tion  and Community R e la tio n s ,"  
M anagem ent R eview , Vol. 5 0 , N o. 5 ,  M ay, 1 9 6 1 , 'pp . 7 4 -7 6 .
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before any e lim in a tio n  program  b e g a n . It w as su g g ested  by the  public  
re la tio n s  firm th a t th e  a s s o c ia tio n  shou ld  sponso r a ir  po llu tion  re sea rch  
and to  le t  th e  pub lic  know w hat i t  w as d o in g . Both of th e se  su g g estio n s  
w ere follow ed w ith  th e  re s u lt  th a t  th e re  i s  no im m ediate danger of lo ca l 
o rd inances th a t  cou ld  re s u lt  in  c o stin g  th e  in d u stry  m illions of d o lla rs .^
In m aking a d e c is io n  to  move a p lan t in to  a new com m unity, a 
m anager may be  faced  w ith  varying deg rees of r e s is ta n c e .  The in d u s ­
tr ia l  firm in  a  com m unity in te ra c ts  w ith  th a t com m unity, and th e  public  
invo lved  has a  v ita l and  leg itim ate  in te re s t  in  a new p la n t. In  order 
to  e lim ina te  or d e c re a se  h o s t i l i t ie s ,  som e m anagem ents have w orked 
ou t carefu l p lan s to  a lla y  comm unity fea rs  by re le a s in g  inform ation 
before th e  move i s  m ade . The fo res ig h ted  m anagers tak e  in to  c o n s id e ra ­
tio n  the p a s t h is to ry  an d  lo c a l s itu a tio n  a s  to  th e  recep tiv ity  of new 
p la n ts , and p lan  th e ir  program s to  c re a te  and m ain tain  a favorable 
env ironm ent. ®
Among th e  in d u s tr ie s  th a t a re  concerned  w ith  th e  im age p ro jec ted  
in  the  minds of th e  p u b lic , perhaps banking h as had  to  do more to  p re ­
se n t a favo rab le  im ag e . In g e n e ra l, bankers have borne the  stigm a of 
being  d is ta n t and  form al in d iv id u a ls . This view  w as supported in  a
^M oynahan , o p . c i t . , p . 27.
^H erbert C . McKee and Jack  H arm on, "Community R elations for 
th e  New P la n t ,"  C hem ica l E ng ineering , Vol. 69 , N o. 9 , April 30 ,
1962, p p . 101-104 .
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survey in  A tlan ta , G eo rg ia . The survey  a lso  in d ic a te d  th a t the  pub lic  
fe lt the  need  to  make b a n k e r 's  seem  more "w arm , hum an, and 
fr ie n d ly ."^
M arston s ta te s  th a t th e  poor im age of banks com es in  part from
a legacy  of ano ther g en era tio n  "com pounded out of folk ta le s  of f l in t-
hearted  bankers and unhappy m em ories of th e  g rea t c ra sh  of 1929-1933 
1.8
•  •  •  •
Faced w ith  th is  g en era l a ttitu d e  of th e  p u b lic , th e  banks have 
been  concerned  w ith  bu ild ing  a b e tte r  im ag e . Some w ays by w hich 
m anagem ent has tr ie d  to  overcom e th is  im age a re  th e  follow ing:
(1) going to  sch o o ls  and c o lle g e s  and ta lk in g  w ith th e  s tu d en t groups; 
in stru c tin g  low er g rade  s tu d e n ts  on how to  f i ll  out d ep o sit s l ip s ,
(2) requiring m anageria l p e rso n n e l to  becom e members of c iv ic  c lu b s ,
(3) sponsoring  various se rv ice  p rogram s, (4) m odernizing b u ild in g s , 
and  (5) requ iring  bank o ff ice rs  to  d re s s  in  more conven tiona l b u s in e ss
9
s u its  ra th e r th an  b lack  s u its  rem in isce n t of an  un d ertak er.
In a som ew hat d ifferen t v e in , G enera l M ills  had to  overcom e d iff i­
c u ltie s  w hen it  bought ou t th e  Latham Company in  E ngland. Latham 
Company made cake  m ixes using  d ried  e g g s . W hen G enera l M ills took
^W . T . T ucker, "How M uch of th e  C orporate Im age is  S te reo - 
Typed ? , "  Journal_of M arketing^ Vol. 25 , N o. 3 * Ja n u a ry , 1961, pp . 6 1 -6 5 .
^M arsto n , o p . c i t . ,  p .  76 .
^P rivate  c o n v ersa tio n  w ith  a  bank o ff ic ia l on February 7 , 1963.
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over o p e ra tio n s , i t s  cak e  mix d id  not s e l l .  For one th in g , the  h o u se ­
w ives in  England thought th e  o ld  package  too  d rab . Furthei^the idea  
of using  dried  eggs d id  not go over w e l l .  Too many Britons rem embered 
the  le a n  y ea rs  of th e  w a r . In a d d itio n , c e r ta in  te c h n ic a l problem s had 
to  be  w orked o u t.
The E nglish  cak e  pans w ere  too  sm all for th e  regu la r American 
s iz e  box of cak e  m ix, and  m easu rem en ts .o f th e  E nglish  system  differed  
from th o se  in  th e  U n ited  S ta te s .  T hese  problem s w ere so lved  w hen 
G enera l M ills  a d ju s te d  re c ip e s  and m easurem ents to  fit th e  m etric 
sy s te m . A new cak e  mix w as m arketed  c a llin g  for th e  add ition  of a 
raw e g g . Even a fte r  th e s e  d e ta ils  w ere  ta k e n  ca re  o f , th e  p roduct 
w as a slow  m over.
. G enera l M ills and  th e  B ritish  b ranch  of B arton , B atten , D u rs tin e , 
and  O sborne th en  lau n ch ed  an  a ll-o u t  pub lic  re la tio n s  p la n .  A B ritish  
"Betty C rocker" w as c rea ted ' under th e  name of "S heila  Jo h n s ."  Banquets 
w ere  he ld  in  th e  b e s t  h o te ls  w ith  th e  top  ch efs  rep resen tin g  G enera l 
M ills . As a  re s u lt  of th e  p u b lic  re la tio n s  program , G enera l M ills 
s ta te d  th a t s a le s  w ere  moving s a t is fa c to r i ly .  T hus, w ith  public  r e la ­
t io n s ,  G en era l M ills is  expec ting  th a t th e  pub lic  a ttitu d e  w ill tu rn  in
10th e  com pany 's fav o r.
10,1'Betty C rocker W hips Up a S u rp r is e ."  P r in te r 's  In k , Vol. 277, 
N o. 10, D ecem ber 8 , 1961, p p . 6 1 -6 2 .
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At t im e s , w hen c e r ta in  e v en ts  of fac to rs  in  th e  environm ent 
h a p p en , th e re  is  no d isc e rn a b le  e ffe c t e ith e r  upon th e  pub lic  o r upon 
b u s in e s s  d e c is io n s . At o th er t im e s , th e re  may be a  n o tic ea b le  e ffe c t. 
In  1953, an  ev en t of th e  la t te r  type  o ccu rred . In  th a t y e a r , th e  re s u lts  
of a  sc ie n tif ic  study on c ig a re tte  sm oking and h e a lth  w as re le a s e d .
The report charged  th a t sm oking harm ed h e a l th .**
D om estic  consum ption  of c ig a re tte s  dropped from 394 .1  b illio n  
c ig a re tte s  in  1952 to  3 8 6 .8  b illio n  in  1953 to  3 68 .17  b illio n  in  1 9 5 4 .^  
This w as th e  f irs t  d e c re a se  in  c ig a re tte  consum ption  s in c e  1935. The 
to b acco  industry  e s ta b lis h e d  th e  T obacco Industry  R esearch  Com m ittee 
and la te r  (1958) e s ta b lis h e d  th e  T obacco In s t i tu te .  The R esearch  Com­
m ittee  e s ta b lis h e d  th e  S c ie n tif ic  A dvisory Board ' in  June 1954 and 
th e  la t te r  w as g iven  com plete freedom  to  sponso r re se a rc h  on th e  re la ­
tio n  of sm oking to  h e a lth . After th e  R esearch  Com m ittee w as in  o p e ra ­
tio n  for one y e a r ,  c ig a re tte  consum ption  b eg an  to  c lim b , and by 1961, 
s a le s  had  reach ed  an a l l  tim e h ig h . I t i s  d ifficu lt to  say  to  w hat ex ten t 
th e  s a le s  in c re a se  w as due to  th e  co m m ittee 's  e ffo r ts . The poin t of 
em phasis is  th a t th e  change in  th e  pu b lic  a ttitu d e  tow ard  smoking 
c a u se d  th e  to b acco  m anagem ents to  a c t f a s t .  The Tobacco In s titu te
**"How Smoking C oun ters  I ts  C r i t i c s ,11 P rin te r 's  In k . V ol. 277, 
D ecem ber 2 2 , 1961, p . 5 2 .
^ L o c .  c i t .
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m aintains a con tinu ing  program  to  "c re a te  a b e tte r  pub lic  know ledge 
and understand ing  of th e  to b ac co  in d u stry  and i t s  econom ic and so c ia l 
im portance .
In  January , 1964, U n ited  S ta te s  Surgeon G enera l Terry reported  
th a t  a governm ent study  show ed th a t  c ig a re tte s  a re  a  m ajor cau se  of 
lung can c e r and chron ic  b ro n c h it is .  At th is  w ritin g , th e re  is  no 
ev id en ce  th a t th e  l a te s t  repo rt c a u se d  a n o tic ea b le  d ec lin e  in 
c ig a re tte  s a le s .  P erhaps th e  re a so n  for con tinued  high s a le s  is  th e  
sw itch  to  f ilte r  c ig a re t te s .  F ilte r  c ig a re tte s  now acco u n t for about 58 
per cen t of to ta l  c ig a re tte  s a l e s . ^
Although th e  c ig a re tte  in d u s try  is  co n ce rn e d , th e re  is  l i t t le  
lik e lih o o d  " th a t th e  surgeon  g e n e ra l 's  report w il l  have any ca tas tro p h ic  
econom ic e f f e c ts ."
The im m ediate re a c tio n  to  th e  report is  th a t th e  to b acco  industry  
i s  p lac ing  hope in  b e tte r  c ig a re tte  f i l te r s .  R esearchers a re  now working 
on  ten  k inds of f i lte rs  to  he lp  make sm oking s a f e .  The outlook i s  th a t 
th e re  w ill  be se v e ra l new b ran d s of c ig a re tte s  on th e  m arket by th e  end 
of 1964, em phasizing  ch a rco a l filtra tion .*®
13I b i d . . p . 5 3 .
"B etter F ilte rs  for C ig a re tte s  is  Industry  A im ," AP b y - l in e , the  
(Baton R ouge, L ouisiana) M orning A dvocate . January  20 , 1964, p .  9A, 
C o l. 1.
*3 "Verdict on C ig a re tte s :  G uilty  a s  C h a rg e d ,"  L ife , Vol. 5 6 ,
N o. 4 , January  2 4 , 1964, p .  5 8 .
*® "B etter F ilte rs  for C ig a re tte s  in  Industry  A im ," l o c . c i t .
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The foregoing s e le c te d  i l lu s tra tio n s  have show n in  a  ra ther 
genera l w ay how pub lic  a tt i tu d e  i s  a  fac to r to  reckon  w ith  in  making 
d e c is io n s . Building or p ro tec tin g  th e  com pany im age w as helped  by 
public  re la tio n s . In th e  fo llow ing s e c t io n , s e le c te d  exam ples have 
been c h o sen  to  p re se n t more sp e c if ic  environm ental fac to rs w hich 
have an  im pact on th e  d e c is io n -m ak in g  p ro c e s s .
2 . Some S p ec ific  Facto rs
Innum erable re fe re n c e s  cou ld  perhaps be made to  sp e c if ic  
in s ta n c e s  w here pub lic  a tt i tu d e  h as  in flu en ced  m anagem ent's d e c is io n s . 
Many such d e c is io n s  a re  m ade w ith  no apparen t effort to  bu ild  the 
im age of th e  b u s in e ss  firm a s  w a s-e v id e n t in  th e  foregoing ex am p les . 
C erta in  of th e  follow ing fac to rs  a re  unique in  th a t  they  are  non­
recurring (at le a s t  not o f te n ) , su ch  a s  th e  a s s a s s in a t io n  of th e  U nited  
S ta te s  P re s id e n t. In o th e r s i tu a t io n s ,  c e r ta in  fac to rs  may occur from tim e 
to .  tim e co v erin g , in  g e n e ra l ,  re la te d  s u b je c ts .  S e lec te d  exam ples 
of th e s e  two ty p e s  of fac to rs  a re  c o n sid e red  below  show ing to  some 
ex ten t the  in flu en ce  upon th e  d e c is io n s  o f m an ag ers .
a .  P resid en t K ennedy 's C oncern  O ver S te e l P r ic e s . In  th e  fa ll  
of. 1961 and ag a in  in  th e  sp ring  of 1962, P re s id en t Kennedy w rote th e  
tw elve  lead ing  s te e l  com pan ies a sk in g  them  to  not ra is e  p rice s  so 
tha t more s ta b il i ty  in  th e  g e n e ra l p rice  le v e l cou ld  be h a d . The rea so n  
the  p re s id en t had  w ritten  th e  s te e l  com pan ies to  hold th e ir  p rice s  w as
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th a t th e  s te e l  in d u s try  is  th e  b e llw e a th e r  in d u s try . That i s ,  th e  g e n e ra l 
p rice  le v e l  ten d s  to  fo llow  th e  p rice  of s te e l .
E v id en tly , th e  p re s id en t w as confiden t th a t th e  th en  curren t 
s te e l  p ric e s  w ould  be  m a in ta in ed . On W ed n e sd ay , April 11, 1962, 
U nited  S ta te s  S te e l ,  fo llow ed by o th er m ajor s te e l  co m p an ies , a n ­
nounced a r is e  in  s te e l  p r ic e s — much to  th e  su rp rise  o f th e  co u n try .
M r. Roger B lough, chairm an  of th e  Board of D irec to rs of U . S . S te e l 
announced to  P re s id en t Kennedy in  an  in te rv iew  th a t U . S .  S te e l w as 
ra is in g  i t s  p r ic e s .
P re s id e n t Kennedy fe lt th a t  th e  s te e l  firm s w ere pu tting  s e l f -  
in te re s t above n a tio n a l in te re s t  and  in  a  te le v is e d  sp eech  th e  a fte rnoon  
follow ing th e  an n ouncem en t. P re s id e n t Kennedy s a id ,  " ' . . .  The 
A m erican peop le  w ill  find  i t  h a rd , a s  I d o , to  a c c e p t a  s itu a tio n  in  
w hich a  tin y  handfu l of s te e l  e x e c u tiv e s  w hose  p u rsu it of p riva te  pow er 
and profit e x ce ed s  th e ir  s e n s e  of pub lic  re sp o n s ib ility  can  show such  
u tte r contem pt for th e  in te re s ts  of 185 m illion  A m e ric a n s .. . 1 W ith in  
48 h o u rs , on April 13 , 1962, U . S . S te e l rec in d ed  the  p rice  r i s e . 1®
T h u s , th e  e ffe c t of "pub lic"  a ttitu d e  in  th is  c a se  had a trem endous 
im pact on th e  s te e l  m anagem ent. In  th is  p a rticu la r  s itu a tio n  th e  im pact 
w as perhaps c a u se d  more by th e  p u b lic 's  power th an  by th e ir  a t t i tu d e .
1^The Storm O ver S te e l ,"  B u sin ess  W e e k . April 14, 1962, p .  3 2 .
^ M a lc o lm  S . F o rb e s , "F act and C om m ent," F o rb e s . Vol. 8 9 ,
N o. 9 , M ay 1 , 1962, p .  11.
132
From W ash in g to n  cam e p e rso n a l p ressu re  on In land  S tee l; le g a l 
p re s su re  on U . S . S te e l and  o th er com panies; econom ic p re ssu re  from 
th e  D efense  D ep artm en t—S ecre ta ry  M cNamara th rea ten ed  lo s s  of 
governm ent c o n tra c ts  to  p rice  in c re a s e rs ;  p e rso n a l n e g o tia tio n  b e tw een  
C hairm an Blough and  o th er s te e l  o ff ic ia ls  and S ecre ta ry  of Labor 
G oldberg and  M r. C lark  C liffo rd . In land  S tee l had p rev iously  announced 
it  w as  not going a long  w ith  th e  p rice  r i s e ,  and during the  n eg o tia tio n s 
a b o v e , B ethlehem  S te e l announced  i ts  p rice  r e c is io n .
Many fe l t  th e  p u b lic  in te re s t  w as being ca rried  too fa r . P re s id en t 
K ennedy 's S ep tem b er, 1961 le t te r  to  th e  s te e l  com panies w as c a lle d  
"B lackm ail. W hen  P re s id e n t Kennedy w as a sk ed  about charges th a t 
he had  a ttem p ted  to  s e t  p r ic e s  by f ia t he rep lied  th a t "the A dm inistra­
tio n  had  sim ply  su p p o rted  th e  pub lic  in te re s t .  Public  o p in io n , 
presum ably  th rough  P re s id e n t Kennedy a s  spokesm an , g rea tly  in flu en ced  
th e  d e c is io n s  of th e  b e llw e a th e r  in d u s try .
b .  S tock  M arket R eac tion  to  D eath  of U . S . P re s id e n ts . The 
New York S tock  E xchange h as  re a c te d  in  d ifferen t w ays a fte r  th e  d ea th s 
of v a rio u s U . S .  P re s id e n ts .  It may be  th a t o ther fac to rs w ere  r e ­
sp o n s ib le  in  p a rt for th e  m ark e t's  b eh av io r. C e rta in ly , th e  con fidence
19 M . R . L efkoe , "G overnm ent by B lackm ail,"  Com m ercial and 
F in an c ia l C h ro n ic le . Septem ber 28 , 1961, p . 1340.
20,,,No Room for HI W i l l , ' " B usiness W ee k . April 2 1 , 1962,
p .  25 .
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in  th e  U . S .  econom y th ro u g h , or in  th e  a b se n c e  o f, lead e rsh ip  by th e  
p re s id e n t seem s to  be e x p re sse d  in  th e  a ttitu d e  of the  p u b lic .
During th e  tw o d ay s  follow ing th e  shoo ting  of P residen t M cKinley 
on Septem ber 6 , 1901, s to ck  p r ic e s  dropped 5 .5  per c e n t , and through 
irregu lar m ovem ents dropped "to 8 per cen t below  Septem ber 6 l e v e l . " 2 * 
W hen P re sid en t H arding d ied  in  1923, s to c k s  he ld  strong a t f i r s t ,  th en
ro se  for a  m onth. At th e  new s of P resid en t R o o sev e lt 's  d ea th  in  1945,
77"stock  p rice s  im m edia te ly  moved upw ard ."
At 10:30 a .m .  on Novem ber 2 2 , th e  day P residen t Kennedy w as 
sh o t, th e  Dow -Jones in d u s tr ia l  av erag e  stood  a t 7 3 4 .0 0 . By 1:00 p .m . 
th e  D ow -Jones a v erag e  had  r is e n  1 .87  p o in ts . H ow ever, ju s t  s ix ty -  
sev en  m inutes a f te r  th e  shoo ting  w as an n o u n ced , the  D ow -Jones average  
had  plum m eted to  7 1 1 .4 9 . At th is  tim e th e  exchange c lo se d  o p e ra tio n s .
In  ju s t  40 m in u te s , th e  s to ck  p ric e s  fe ll  3 .3  per c e n t .23 On N ovem ber 26 , 
th e  stock  exchanged  w as reo p e n ed , th e  D ow -Jones average  clim bed to  
7 4 3 .5 2 .24
2 *"W hen P re s id e n t 's  G et S ick  or D ie—Im pact on th e  Stock M a rk e t,"  
U . S .  News and W orld R eport. D ecem ber 2 , 1963, p . 98 .
22L oc . c i t .
2 ^  "S tock -M arke t R eaction  to  Kennedy A s s a s s in a tio n ,"  U_.iL. News
and W orld R eport. D ecem ber 9 , 1963, p . 4 8 .
^4 "W hen P re s id e n ts  G e t S ick or D ie—Im pact on th e  Stock M a rk e t,"  
lo c .  c i t .
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It c an  be s e e n  th a t  an  ev en t such  a s  the  death  of a p res id en t can  
have  an  e ffec t of d e c is io n s  of m anagers (it is  re a liz e d  th a t not a l l  s to ck  
bought and so ld  w as done by busin essm en ; ind iv idua ls  a s  w e ll w ere 
a ffe c te d ) .
P erhaps a more profound e ffec t of P residen t K ennedy's a s s a s s in a ­
t io n  w as fe lt  by th e  Board of G overnors of th e  stock  ex ch an g e . W all 
S tree t f ir s t  got th e  new s of th e  shooting  a t 1:42 p .m . on November 22 .
A quorum of se v e n  out of 33 governors w as assem b led  by 2:00 p .m .;  
and  a t 2:07 p . m . , th e  v ice  chairm an of th e  board announced on th e  floor 
th a t  th e  exchange  w a s  c lo s e d . B ecause  of th e  alm ost fin an c ia l d e b a c le , 
"The New York S tock  Exchange i s  now se rio u sly  review ing i ts  p rocedures 
to  perm it in s ta n ta n e o u s  c lo s in g  of th e  market under c lea rly  ex traord inary  
c i r c u m s t a n c e s . " i t  is  ex p ec ted  th a t the  co n stitu tio n  of th e  New York 
S tock Exchange w ill  be  am ended , making p rov isions for a sm all e x e c u ­
t iv e  com m ittee to  be  em pow ered to  a c t a t a l l  tim es w hen such  tim es 
may c a ll  for d ra s tic  a c tio n .
c .  R eaction  of B usinessm en  to  O bservance of P residen t K ennedy 's 
F u n era l. I t  w ould  be  im p o ssib le  to  a s s e s s  th e  m illions of rea c tio n s  of 
b u s in e ssm e n  to  th e  d ea th  of P re s id e n t Kennedy. N either could  one e s t i ­
m ate th e  num erous re a c tio n s  of b u sin essm en  to  th e  idea  of c lo s in g
2 5 sy iv ia  P o rte r , "U nloading Follow ed A ssa ss in a tio n  N e w s ,"  The 
(Baton R ouge, L ou isiana) M orning A dvocate . D ecem ber 18, 1963, 
p .  50 .
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b u s in e s s  o p e ra tio n s in  memory o f , or re sp e c t to  the  p res id en t on the  
day of th e  fu n e ra l. Some b u s in e s s  firm s such  a s  b an k s c lo se d  a l l  
day th e  day of th e  fu n e ra l. O ther b u s in e ss  firms such  as some grocery 
s to r e s ,  drug s to r e s ,  and  v a rie ty  s to re s  c lo se d  from 11:00 a . m .  un til 
noon . S till  o thers d id  not c lo se  a t  a l l .  It may be assum ed  th a t 
em otions p layed  a g re a te r  ro le  th an  did a g en era l a ttitu d e  tow ard 
th e  ob se rv an ce  of P re s id e n t K ennedy's fu n e ra l. W hen one b u s in e ss  
e s tab lish m en t (a se rv ice -firm ) w as c a lle d  th e  day of th e  funeral to  se e  
if  the  firm w as o p e n , th e  em ployee answ ering  the  phone s ta te d  th a t  th e  
firm w as open and  th a t  i t  w a s  not th e  firm 's  owner who had been  k i lle d .
T hus, .it seem s th a t m anagers rea c t to  ce rta in  environm ental fac to rs  
and th e  v a lu e s  th ey  a s s ig n  to  them .
B . W hat C ustom ers Demand is  Im portant
Among th e  a tt i tu d e s  of the  various p u b lic s  w hich a b u s in e ss  firm 
fa c e s ,  perhaps none a re  fe lt  a s  strong ly  and d irec tly  by th e  b u s in e ss  
m anagers a s  a re  th e  dem ands made by th e  cu s to m e rs . This se c tio n  w ill 
co n sid e r th e  a tt i tu d e s  of th e  consum ers a s  e x p re ssed  by th e  C onsum er 
M ovem ent and m anagem en t's  resp o n se  to  th e  m ovem ent, and th e  e ffec t 
of th e  M arketing C oncep t on  m anagerial d e c is io n s . Except w here n o ted , 
m ateria l for th is  se c tio n  fo llow s S o r e n s o n . 26
^ H e le n  S o re n se n , The C onsum er M ovement (New York: H arper
& B ro thers, P u b lish e rs , 1941).
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1. The C onsum er M ovem ent and i ts  Effect
a .  Early C onsum er E ffo rts . Many of th e  consum er groups in  
Am erica had  th e ir  o rig in  in  th e  n ine teen th  c en tu ry . Some of th e s e  early  
groups w ere e s ta b l is h e d  to  u se  th e ir  buying pow er to  im prove lab o r 
w orking c o n d itio n s . The Am erican Home Econom ics A sso c ia tio n , 
formed in  1908 w orked to  e s ta b l is h  stan d ard s to  enab le  th e  consum er 
to  make w ise r  p u rc h a s e s . Many groups sought to  p ro tec t th e  consum er 
from p a ten t m edicine frauds; to  improve san ita ry  co n d itio n s in  re ta i l  
s c o re s ; and  to  red u ce  p rice s  of c e rta in  com m odities, such  a s  s to rag e  
eggs being  so ld  a s  fresh  e g g s . Although during th e  early  y e a rs  o f th e s e  
m ovem ents w om an 's su ffe rage  had not been  g ran te d , many wom en pushed  
for le g is la t io n  to  p ro tec t th e  consum er.
In M a s s a c h u s e ts ,  sho rtly  a fte r  W orld W ar I ,  a "C om m ission on 
th e  N e c e s s a r ie s  of L ife" w a s  s e t  u p . This w as a  s ta te  a c tiv ity  s e t  up 
for th e  b en e fit o f th e  consum er. One of th e  C om m ission 's m ain o b je c tiv e s  
w as to  p reven t ra c k e te e r in g . Im m ediately a fte r  th e  fuel and  food com m is­
s io n  w as in a c tiv a te d , a  member of th e  "Life" C om m ission w en t to  
W ash in g to n , D . C . and  ob ta in ed  a la rge  supply  of su rp lus s to re s  w hich  
w ere  so ld  a t  p r ic e s  low er th a n  th e  current p r ic e s .  The C om m ission  took 
c re d it for reduc ing  th e  p rice  of an th rac ite  co a l and o ther p r ic e s .
During th e  1 9 2 0 's , th e re  began  a w idesp read  dem and for s tan d ard s  
and  in form ation  abou t g o o d s . C onsum ers w ere  d isc o n te n t— som etim es 
p u zz led  and  c o n fu se d . W ith  l i t t le  or no know ledge of w hat m ate ria ls  *;
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w en t in to  th e  com m odities and no way of com paring th e  v a rio u s b e s t  
p ro d u c ts , th e  buyer-consum er w ere faced  w ith  C avea t Emptor.
M any of th e  consum er e ffo rts  w ere sp o ra d ic , but th e  e x p e rien c e  
of th e  ea rly  e ffo rts  gave momentum to  th e  movement w hen th e  g e n e ra l 
d isc o n te n t w as c ry s ta lliz e d  by th e  book, Your M oney 's W o rth , pu b ­
l is h e d  in  1927. After exploring th e  w onderland of the  consum er m ark e t, 
au th o rs  C h a se  and Schlink  made a p lea  for im partia l te s tin g  a g e n c ie s ,  
and s ta n d a rd s  for s ta p le  g o o d s . Consum ers w ere urged to  prom ote 
th e s e  o b je c tiv e s  through  ind iv idua l and o rgan ized  e ffo rt. C h a se  and 
Sch link  em p h asized  th a t:
It i s  th e  c u s to m e r 's  m ove. If he w an ts to  le a v e  w o n d er­
lan d  th e re  i s  a  w ay o u t, and the  c le a r  p o ss ib ili ty  of d ra s t ic a lly  
reducing  th e  c o s t of l iv in g . He can  get h is  m oney 's w orth  i f  
he i s  w illin g  to  o rg an ize  to  g e t i t .  The m arket a lw ays r e ­
sponds to  o rgan ized  p re s su re . Pending th e  coming of 
o rg a n iz a tio n , th e  in d iv id u a l can  c re a te  no l i t t le  n u isa n ce  
v a lu e  in  th e  righ t d ire c tio n , and inform h im se lf b e s id e s ,  by 
adop ting  so m e . . . s u g g e s tio n s .27
Follow ing t h i s ,  many su g g estio n s  w ere o ffered  to  a id  th e  c o n ­
su m er.
Two y e a rs  a fte r  th e  p u b lica tio n  of Your M oney 's W o rth , an d  a fte r  
popu lar dem and a ro u sed  by th e  book , C hase  and Schlink e s ta b l is h e d  
th e  f i r s t  consum er te s tin g  a g en c y . The C onsum ers C lub in  New York 
C ity  w ith  C h a se  d irec tin g  th e  te c h n ic a l opera tions and Sch link  a s  th e
^ S tu a r t  C h a se  and  F . J .  S ch link . Your M oney 's W orth  (New 
York: The M acm illan  C om pany, 1927), p .  264.
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T reasu rer had  a s  i t s  s lo g an  "F irst Aid to  th e  C o n su m e r ." There w as a 
c a l l  for a d v e r tis e rs  to  know about the  consum er p ro tec tio n  b o d ies  su ch  
a s  th e  C onsum ers C l u b . 28
M r. Jo h n W . D arr, speak ing  from th e  p ro d u ce r 's  ang le  sa id  
"B u sin ess  and  in d u s try , w e b e lie v e , come much n eare r know ing th e  
n e ed s  and th e  d e s ire s  of th e  consum er today  th a n  can  any s e l f -  
ap p o in ted  consum er g u a rd ian . "28
The consum ers w ere  no t so sure of th is  a s  th e  p e rs is te n c e  o f th e  
d e p re ss io n  m ade th e  consum ers more cogn izan t of th e  need  to  p u rch ase  
more c a re fu lly . I t w as e s tim a ted  th a t wom en did 90 per cen t of th e  
buying and  th e y  becom e q u ite  fam iliar w ith  d re s s e s  th a t sh ra n k , m is­
la b e le d  f a b r ic s ,  c h ild re n 's  s u its  th a t w ould not f i t ,  and  food th a t  c o s t  
to o  m u c h .28 C onsum ers w an ted  som ething done abou t th e  p rob lem . As 
Reyer p o in ted  out in  1938, th e  consum er w a s  in te re s te d  in  g e ttin g  her 
m oney 's w o rth , and  "D epartm ent s to re s  and m agazines are  con tribu ting  
to  th e  a n a ly s is  of consum er ed u ca tio n  and shap ing  th e ir  p o lic ie s  
a cc o rd in g ly . "3*
^ B e rn a rd  A . G rim es, "The M ovement to  P ro tec t th e  Buying 
P u b lic ,"  P r in te r 's  In k . Vol. 195, N o. 1 , O ctober 4 ,  1928, p p . 78 ff .
29john W . D arr, "C onsum er P ro tec tion  from P ro d u cer 's  A n g le ,"  
P r in te r 's  In k , V ol. 166, N o . 11 , M arch 15, 1934, p . 80 .
3 0 s . H . W alker and P au l S k la r, "The C onsum er M ovem ent: W h o 's  
Behind i t  and W hat i t ' s  D o in g ."  S a les M anagem ent, Vol. 4 0 , N o. 13, 
June 15 , 1937, p .  1140.
31 Karl D . R eyer, "The Changing C o n su m er,"  C red it and F in an c ia l 
M anagem en t, Vol. 4 0 , N o . 3 ,  M arch , 1938, p . 10 .
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During th e  1930 's and th e  heightening  p re s su re  from consum er 
g ro u p s , "The m ost im m ediate reac tio n  to  consum er c r it ic ism  and 
dem ands w as an a ttem pt to  d isc re d it th e  groups fe lt to  be m ost r e ­
sp o n s ib le  for th e  new consum er c o n s c io u s n e s s . . .  "33
b .  R eaction  of B u s in e ss . Consum er groups a n d  th e ir  le a d e rs  
w ere  a tta c k e d  on many fro n ts . The Consum er D iv is io n  of C row ell 
P ub lish ing  Com pany cam paigned a g a in s t the m ovem ent. O thers c a lle d  
th e  movement ra d ic a l ,  a ttack in g  th e  foundations of th e  n a tio n l Being 
a n ta g o n is tic  to  th e  Am erican way of life  w as ano ther ch arg e  le v ied  
a g a in s t th e  consum er m ovem ent. H o stility  w as a lso  ro u se d  a g a in s t 
consum er educa tion ; in  some c a s e s  in th e  form of a tta c k in g  tex tb o o k s 
in  th e  s c h o o ls . A ction w as a lso  aim ed a t e lim inating  any reco g n itio n  
b e tw een  th e  consum ers and p ro d u cers . The pub lic  re la tio n s  function  
o f b u s in e s s  b eg an  to  ex to ll th e  "v irtues and e s s e n t ia l  functions of 
b u s in e s s  en te rp rise  in  Am erican l i f e ,  som etim es g iv ing  p a r tia l  re c o g n i­
t io n  to  consum er dem ands, som etim es ignoring them  a l to g e th e r .1,33
A them e of "m utuality  of in te re s t"  w as p layed  up by b u s in e s s .  
M any e x te n s iv e  cam paigns w ere undertaken  to  conv ince  th e  consum er 
th a t  w hat h e lped  b u s in e s s  helped  him . These e ffo rts o f b u s in e s s e s  w ere  
a ttem p ts  to  n u llify  th e  efforts of consum er movement g roups by ap p ea lin g
33H elen  S o renson , The Consum er M ovem ent (New York; H arper 
& B ro th ers , P u b lish e rs , 1940), p .  157.
33H b id .. p . 163.
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to  in d iv id u a l c o n su m ers . In  1939, the  A sso c ia ted  G rocery  M anu­
fa c tu re rs  o f Am erica recogn ized  th e  in e v itab ility  of m eeting w ith  
"b o rd erlin e"  groups n e u tra lly , bu t th e  " rad ica l"  groups w ould  b e  met 
w ith  h o s t i l i ty .
The consum er lea d e rs  w ere  concerned  about th e  a ttem p ts  of 
b u s in e s s  to  g a in  con tro l over th e  consum er m ovem ent, and  by w hich  
b u s in e s s e s  a ttem pted  to  d isg u ise  th e ir  propaganda and a d v ic e . To th e  
e x te n t th a t  such  moves by b u s in e s se s  su c c e e d e d , th ey  h e ld  w ha t m ight 
b e  term ed  a "cap tiv e  consum er m ovem ent."
Some b u s in essm en  a t f ir s t  regarded  th e  consum er m ovem ent a s  a 
"p a ss in g  fad  of id le  c lubw om en," who had  tem porarily  ta k e n  to  p ro ­
te s t in g  about th e ir  p u rch ases  a s  a d ivers ion  from th e ir  b r i d g e . ^  Among 
th e s e  groups of wom en w ere: (a) th e  G enera l F edera tion  of W om en 's 
C lu b s w ith  a lm ost tw o m illion m em bers, (b) The N ational C o n g ress  of 
P a ren ts  and  T eachers w ith  about 1 ,8 7 7 ,0 0 0  m em bers, 60 p e r cen t of 
whom w ere  in  sm all to w n s , (c) The N ational. League of W omen Voters 
in  a lm ost 600 com m unities— m ostly  a p o lit ic a l  o rg an iz a tio n , (d) Am erican 
Home Econom ics A sso c ia tio n . This group of 11 ,000  members w as p e r­
h a p s  th e  sm a lle s t and s tro n g e s t group , (e) Am erican A sso c ia tio n  of 
U n iv e rs ity  W omen w ith  about 5 0 ,0 0 0  m em bers—a ll co lleg e  g r a d u a t e s .^
34S o ren so n , o p . c i t . ,  p .  179.
^ W a lk e r  & S k la r, o p . c i t .
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Some of th e  groups pushed  for product inform ation and s ta n d a rd iz a tio n  
w h ile  o thers conducted  co u rses  in  p r ic e s ,  s p e c if ic a tio n s ,  and  a d ­
v e rtis in g  o
In tim e , b u sin essm en  came to  recogn ize  the  consum er movement 
a s  one of th e  m ost im portant forces of the  environm ent w ith in  w hich  th ey  
had  to  o p e ra te . Many of th e  b u s in e ss  trade  m agazines and g e n e ra l 
b u s in e s s  p e rio d ic a ls  d is c u s se d  the  im portance of th e  m ovem ent in  
1939 and 1940. On d ifferen t o c c a s io n s , b u sin essm en  reco g n ized  the  
righ t o f th e  consum er to  o rgan ize  and a cc ep ted  the  movement a s  "a 
n a tu ra l econom ic phenom enon ." In th e  spring of 1939, M r. Edgar 
Kaufm ann, p re s id en t of th e  Kaufmann D epartm ent S to re s , I n c . ,  of 
P ittsb u rg , P a . ,  s ta te d  th a t  he b e liev ed  th a t th e  consum er o rg an iza tio n s  
w ere  strong  enough to  force th e  re ta ile rs  to  d ea l w ith  th em . M r.
Kaufmann b e lie v e d  th a t i t  w as th e  duty of re ta ile rs  to  make an  effort 
to  u n ders tand  th e  needs and problem s of the  consum er.
Many s e l le r s  w elcom ed th e  opportunity  to  work w ith  th e  consum er 
g ro u p s . C onsidering  some dem ands of th e  consum er may be advan tageous 
to  th e  re ta ile rs  in  th a t le g is la tiv e  a c tio n  might be fo re s ta l le d . R e ta ile rs  
prom oting p riv a te  b rands may w ant th e  consum ers to  inqu ire  abou t s p e c if i ­
c a tio n s  and  p r ic e s .  S p e c if ic a lly , a m ail order firm may a d v e rtis e  i ts  own 
brand of a sp ir in  a t a  much sm aller p rice  th an  an  accom panying a d v e r t is e ­
ment of a n a tio n a lly  a d v e rtised  b rand . Many re ta ile rs  fe e l th a t mounting 
c o s ts  c a u se d  by re tu rned  goods could be d e c rea se d  if  th e  p u rch a se r w as
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b e tte r  inform ed a s  to  w hat reaso n ab le  perform ance he co u ld  ex p ec t 
from a  p ro d u c t.
C om m ittees w ere  se t up rep resen tin g  consum er and  re ta i l  g roups 
in c lu d in g , w here  a p p ro p ria te , m anufactu rer's  re p re s e n ta t iv e s .  M any 
departm en t s to re s  se t  up c o n su m er-re ta ile r re la tio n s  p ro g ram s. The 
program  a s  ad o p ted  by S e a rs , Roebuck and Company i s  an  o u ts tan d in g  
exam ple of su ch  a program . From the  la t te r  part o f 1930 , S e a r 's  p ro ­
gram  h a s  b e en  c lo se ly  tie d  w ith  th e  N ational C o n su m er-R eta ile r C o u n c il. 
S ears had  i t s  own Consum er C o u n c il. As early  a s  1930 , th e  consum er 
ed u ca tio n  d iv is io n  of Sears developed  and show ed many ed u ca tio n a l 
e x h ib its  to  v a rio u s groups of co n su m ers . Part o f th e  e d u c a tio n a l a id s  
c o n s is te d  of ta g s  th a t  la b e le d  the  product g iv ing  d e ta i ls  about th e  
m a te ria ls  such  a s  th read  count and b reak ing  s tre n g th  for s h e e t s .  
T each ing  sp e c if ic a tio n s  becam e an  im portant part of S e a r 's  program .
A fter th e  C onsum er M ovement began  push ing  for sp e c if ic a tio n s  
on th e  product l a b e l ,  th e  Chatham  M anufacturing Com pany s ta r te d  using  
su ch  la b e ls  w hen i t  s ta r te d  m anufacturing s h e e t s .  In  1935 , w hen 
C hatham  sh e e ts  appeared  on the  m arket, th e  com pany re c e iv e d  com ­
p la in ts  from th e  o ld  lin e  e x ecu tiv es  of com peting c o m p a n ie s . M anagers 
from o th er com panies fe lt such  inform ation on la b e ls  w ou ld  make se llin g  
h arder and w ould requ ire  more in te llig en t s e l l in g . A fter conducting  co n ­
tro lle d  ex p e rim e n ts ,  Chatham  fe lt sp e c if ic a tio n  la b e lin g  w as w e ll w orth 
i t ,  and  soon ex ten d ed  th e  sp e c if ica tio n  lab e lin g  to  th e  b la n k e t l in e .
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C hatham  m anagem ent re a liz e d  th a t s p e c if ic a tio n  lab e lin g  w as not a 
s u b s ti tu te  for ad v ertis in g  e ffo rt. H ow ever, th e y  d id  im prove re ta il  
se llin g  and i t  a ls o  pu t m anagem ent on th e  sp o t to  m ain ta in  uniform ity
an d  q u a l i ty .36
As m entioned a b o v e , one of th e  dem ands of th e  consum er 
m ovem ent w as s tan d a rd iza tio n  and co rrec t la b e lin g  of p roducts so 
th e  consum er cou ld  d iffe ren tia te  among p ro d u c ts . It w as  not un til th e  
l a t te r  part of 1936, th a t  re ta ile rs  and  re p re se n ta tiv e s  of th e  consum ing 
p u b lic  m et to  d is c u s s  s tan d ard s in  th e  re ta i l  t r a d e .
The A dvisory Com m ittee of U ltim ate  C onsum er G oods of the  
A m erican S tandards A sso c ia tio n  met in  S ep tem ber, 1936. This com ­
m ittee  c o n s is te d  of re p re se n ta tiv e s  o f th e  fe d e ra l governm en t, the  
N a tio n a l R eta il Dry Goods A s so c ia tio n , and  a n  ad v iso ry  com m ittee 
rep re sen tin g  five  n a tio n a l consum er o rg a n iz a tio n s .
This group made p lans to  develop  a  d ic tio n ary  of term s u sed  in  
re ta ilin g  w hich  w ould  d esc rib e  v a rio u s ty p e s ,  c o n s tru c tio n , f in is h , 
an d  perform ance of m erch an d ise . S o renson  p o in ted  ou t th a t th is  p lan  
fa ile d  to  m a te r ia liz e . Another p lan  c a lle d  for develop ing  a w orkable  
sy s te m  of s iz e s  for ch ild ren  ranging from one to  14 y e a rs  of a g e . Re­
se a rc h  in  m easuring 100,000 ch ild ren  w as ca rr ied  o u t'b y  th e  U . S .
3 6 c .  W yman P oor, "Why S p e c if ica tio n  L abel i s  Not a S u b s titu te  
for A dvertising  E ffo rt,"  P rin te r 's  In k , Vol. 182, N o. 9 ,  M arch 3 , 1938, 
o p . c i t . . p .  11 ff .
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Bureau of Home E conom ics. The A sso c ia tio n  of C o n su ltin g  C hem ists  
and  C hem ical Engineers c a lle d  for a v a lid  " c e r t if ic a tio n  sy s te m ,"  
b e c a u se  th is  group fe lt th a t  many so  c a lle d  " c e r tif ic a tio n s "  w ere  
b ring ing  th e  approval sy s tem  in to  d is re p u te  w h ich  re s u lte d  in h a rd ­
sh ip s  to  re sp o n sib le  s e l le r s .
There w as a sudden  change of a tt i tu d e  on th e  part of many re ta ile rs  
in  regard  to  th is  type of work and  to  th e  consum er m o v e m e n t.^  There 
w as an  in c re a se  in  the  number of s to re s  w ith  te s t in g  la b o ra to rie s  and 
an  in c re a se  in th e  use  of independen t o r governm ent la b o ra to r ie s .
Firms u sin g  te c h n ic a l endorsem ents r e a liz e d  g re a t g a in s  in  s a l e s .
One Hiaiill order house ex ecu tiv e  s ta te d  th a t "every  re fe ren ce  to  a 
sp e c if ic a tio n  h a s  re su lte d  in  in c re a s e d  s a l e s . "38
0
Stores seem ed to  reco g n ize  th a t  th ey  h ad  b e e n  m issing  a  "good 
b e t"  by  not cooperating so o n e r. And i t  w as th is  reco g n itio n  o f th e  a t t i ­
tu d es  of th e  consum ers th a t ,  a t  l e a s t  in  p a rt seem s to  have le d  to  th e  
so  c a lle d  M arketing C oncep t.
2 . The M arketing C oncept and M an ag e ria l D e c is io n s
a .  D efin ition  of th e  M arketing C o n c e p t. As b u s in e ss  a d m in is tra ­
to rs  becom e in creas in g ly  aw are th a t  a b u s in e s s  o rg an iza tio n  i s  e s se n tia lly
Go Agnew, "In Step w ith  th e  C o n su m e r."  P rin te r 's  In k .
Vol. 179, N o. 10, June 3 ,  1937, p .  2 0 .
38lo c . c i t .
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a m arketing o rg an iz a tio n , more em phasis  is  g iv en  to  th e  consum er and 
h is  needs and w a n ts . From th is  in c re a se d  a w are n ess  a  new w ay of 
b u s in e s s  th ink ing  seem s to  be  ev o lv in g . T his new w ay of th ink ing  
is  c a lle d  th e  m arketing c o n c e p t. No one can  sa y  ex ac tly  w hen th is  
concep t f ir s t  b e g a n , but i t  h as  beep  only w ith in  th e  p a s t  decade  or 
tw o th a t in c re a se d  em phasis h as been  g iven  th is  c o n c e p t.
There are tw o fundam ental b e lie fs  upon w h ich  i t  is  genera lly  
ag reed  th a t- th e  m arketing concep t is  b a s e d .  A ccording to  S tan ton  
th e s e  b e lie fs  a re : " F irs t, a ll  com pany p la n n in g , p o l ic ie s ,  and o p e ra ­
tio n s  shou ld  be o rien ted  tow ard the  custom er; s e c o n d , p ro fitab le  s a le s  
volume should  be the  g o a l of th e  firm . "39 The m arketing concep t is  
a  p h ilo so p h y — a philosophy th a t  ho ld s th e  c u s to m e r 's  w an t s a t is f a c ­
tio n  a s  th e  ju s t if ic a tio n  of th e  com pany 's e x is te n c e .  All o f the  o p e ra ­
t io n s  and func tions in  a  b u s in e ss  e n te rp rise  m ust be devo ted  f i r s t ,  to  
determ ining th e  c u sto m er 's  n e e d s , and  se c o n d , sa tis fy in g  th e s e  n eed s 
w h ile  making a rea so n ab le  p ro fit.
G enera l E le c tr ic , one of th e  f i r s t  com pan ies to  reco g n ize  and put 
th e  m arketing r  >ncept to  w ork , rec o g n ize s  th a t m arketing is  a funda­
m ental b u s in e ss  p h ilo sophy .
This d e fin itio n  reco g n izes m ark e tin g 's  fu n c tio n s and 
m ethods of o rg an iza tio n a l s tru c tu rin g  a s  only  th e  im p le­
m entation  of the  p h ilo so p h y . . . .  Fundam ental to  th is
39w illiam  J .  S tan ton . Fundam entals of M arketing  (New York: 
M cG raw -H ill Book Com pany, I n c . ,  1964), p .  11 .
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philosophy i s  th e  reco g n itio n  and  a c c e p ta n c e  o f a  cu stom er- 
o rien ted  w ay of doing b u s in e s s .  U nder m arketing the  
custom er becom es th e  fu lcrum , th e  p ivo t po in t about w hich 
th e  b u s in e ss  m oves in  o p e ra tio n  for th e  b a la n ce d  b e s t 
in te re s ts  of a ll  c o n c e rn e d .40
The m arketing co n cep t h a s  a ls o  b e en  defined  a s  "a corporate  
s ta te  of mind th a t in s i s t s  on th e  in te g ra tio n  and .coord ination  of a ll  
m arketing functions w h ic h , in  tu rn , a re  m elded w ith  a l l  o ther corporate  
fu n c tio n s , for th e  b a s ic  o b jec tiv e  o f producing  maximum long -range  
corpora te  p ro f i ts . "4 *
Two fac to rs  seem  to  s ta n d  ou t in  th e  m arketing concep t; a s ta te  
of mind and coord ina tion  of a l l  fu n c tio n s . The m arketing concep t and 
m arketing are  not tw o s id e s  of th e  sam e c o in . They a re  en tire ly  
se p a ra te  c o n s id e ra tio n s . The m arketing co n cep t i s  a  ph ilosophy  or
a  "ca u se  of b u s in e ss  th in k in g ,"  w h e rea s  "m arketing is  a p r o c e s s . . .
49of b u s in e ss  a c t io n ."  The m arketing co n cep t is  put in to  e ffec t 
through m arketing m anagem ent. That i s ,  m arketing m anagem ent p la n s , 
o rg a n iz e s , c o o rd in a te s , and co n tro ls  th e  a c t iv i t ie s  invo lved  in  im p le­
m enting th e  c o n c e p t. As m entioned a b o v e , th e  m arketing concep t is  
ev o lu tio n ary . To show how one com pany f in a lly  a rriv ed  a t th e  co n ce p t,
40Fred J .  B orch, "The M arketing  P h ilosophy  a s  a  W ay of B usiness
L ife ."  The M arketing C oncep t: I ts  M eaning to  M anagem ent (New York; 
A m erican M arketing A sso c ia tio n , M arketing  S e rie s  N o . 9 9 , 1957),
p p . 3 -4 .
4 *Arthur P . F e lto n , "M aking th e  M arketing  C oncep t W ork ,"  
H arvard B usiness R eview . Ju ly -A u g u st, 1959, p .  5 5 .
49^ S ta n to n ,  o p . c i t . . p .  12.
147
th e  experience  of th e  P illsbu ry  Com pany w ill  be  co n sid ered  a s  reported  
by K eith . ^
b .  An Evolution of a  M arketing  C o n c e p t. The them e a t  P illsbu ry  
i s # "Nothing happens a t P illsb u ry  u n til  a s a le  i s  m a d e ." ^  This s ta te ­
ment e x p re sse s  th e ir  m arketing c o n c e p t. The re a liz a tio n  th a t brought 
th is  concep t is  analogous to  C o p e rn ic u s ' d isco v ery  th a t th e  s u n , 
in s te a d  of the  e a r th , i s  th e  c e n te r  of th e  u n iv e rs e . In th e  s ix te e n th  
cen tury  astronom ers had  a d iffic u lt tim e p red ic ting  th e  movement of 
th e  heaven ly  b o d ie s . They co n ten d ed  th a t th e  earth  w as th e  c e n te r  
o f th e  u n iv e rse . C opern icus p ro p o sed  th a t th e  rea so n s  th e ir  c a lc u la ­
tio n s  w ere  off w as b e c a u se  th e  su n  w a s  th e  c e n te r  of th e  u n iv e rs e . 
Although C o p ern icu s ' theory  ra is e d  m uch co n tro v e rsy , G a lileo  la te r  
put the  theo ry  to  w o rk . In  much th e  sam e w ay  P illsb u ry  cam e to  
re a liz e  th a t th e  c en te r of th e  b u s in e s s  u n iv erse  w as th e  custom er 
and not any firm or in d u s try . This r e a liz a tio n  by P illsbu ry  cam e only 
g radually  a fte r two s ta g e s  in  th e  co m p an y 's  h is to ry .
The f irs t s tag e  w as th e  p ro d u ctio n  s ta g e .  From th e  firm 's  founding 
in  1869 u n til th e  1 9 3 0 's , P illsb u ry  w a s  p roduction  o r ie n te d . The id ea  of 
th e  form ation of the  com pany cam e from th e  a v a ila b ili ty  of w heat and 
c lo se  proxim ity to  w a te r  pow er— not from th e  proxim ity of m arket a re a s  
or consum er d em an d s.
Robert J .  K eith , "The M arketing  R ev o lu tio n ,"  Tournal of 
M arketing , Vol. 24, N o. 3 ,  Jan u a ry , 1960, p p . 3 5 -3 8 .
^ I b i d . , p . 35 .
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The ph ilosophy  of P illsb u ry  a t  th a t tim e might be  ex p re ssed  a s ,  
"We a re  p ro fess io n a l flour m ille rs , b le s s e d  w ith  a supp ly  of the  
f in e s t North Am erican w h e a t, p len ty  o f w a te r  power; w e produce 
flour of the  h ig h es t q u a lity . Our b a s ic  fu n c tio n  is  to  m ill h ig h - 
q u a lity  flo u r, and of co u rse  (and a lm ost in c id en ta lly ) w e m ust hire 
sa le sm e n  to  s e l l  i t ,  ju s t  a s  w e h ire  a cc o u n ta n ts  to  keep  our b o o k s . "4  ^
The second  s tag e  of th e  developm ent w as o rien ted  tow ard s a l e s . 
In  th e  1 9 3 0 's , P illsb u ry , for th e  f i r s t  tim e b eg an  to  be  consc ious of 
th e  co nsum er's  needs and p re ju d ice s  as a key fac to r in  s a le s .  During 
th is  tim e  th e  company becam e aw are  of th e  im portance of d e a le rs , 
w h o le sa le  and re ta il  o u t le t s . The ph ilo sophy  of P illsbu ry  a t th a t 
tim e  seem s to  have been ;
W e a re  a flour m illing com pany , m anufacturing a 
number of p roducts for th e  co n sum er.m arke t. W e m ust 
have  a f i r s t- ra te  s a le s  o rg an iz a tio n  w hich  can  d isp o se  o f 
a l l  th e  p roducts w e make a t  a  favo rab le  p r ic e .  W e m ust 
back  up th is  s a le s  fo rce  w ith  consum er ad v e rtis in g  and 
m arket in te l l ig e n c e . W e w ant our sa le sm e n  and our d ea lers  
to  have a l l  th e  to o ls  th ey  need  for m oving th e  ou tpu t of our 
p lan ts  to  th e  c o n su m er.4 6
This w as perhaps th e  beg inn ing  of th e  m arketing concep t at 
P illsb u ry .
A th ird  s ta g e  of th is  developm ent w as  o rien ted  tow ard  th e  m arket. 
Toward th e  beginning of th e  1950 's ,  P illsb u ry  en te red  in to  th e  m arketing
4 5 I b i d . . p .  36 .
4 ^ Lo c . c i t .
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e ra . W ith  th e  ad d itio n  of c ak e  m ixes and  o ther p roducts from re s e a rc h , 
the  company faced  for th e  f i r s t  tim e th e  n e c e s s i ty  of se le c tin g  the  
b e s t p ro d u c ts . The com pany re a liz e d  th ey  needed  a s e t  of c rite rion  
for choosing  th e  righ t p ro d u cts  to  m anufacture and  an  o rgan iza tion  
to  m aintain  th e s e  c r i te r ia .  The m anagem ent fu n c tio n  of m arketing 
w as s e le c te d  to  d irec t and c o n tro l a l l  o th er co rpo ra te  functions from 
production  to  d is tr ib u tio n .
The c r ite r ia  developed  to  determ ine  w hat p roducts th e  company 
w ould produce w ere  nothing more th a n  th e  c r ite r ia  of th e  consum er.
The purpose of th e  com pany w a s  reo rien ted  from producing flour to  
sa tis fy in g  th e  consum er n e e d s . The cu rren t ph ilo sophy  a t P i$ l£ b u ry  
i s ,  "We make and  s e l l  p ro d u cts  for c o n su m ers . P illsbu ry  cam e to  
re a liz e  th a t n e ith e r i t  nor any o th er com pany w a s  th e  c en te r  of th e  b u s i­
n e ss  u n iv e rse . That sp a c e  w a s  a lread y  o ccu p ied  by th e  consum er.
As a re su lt  of P il ls b u ry 's  m arketing  c o n c e p t, m arketing perm eates 
th e  en tire  o rg an iza tio n  from th e  in c e p tio n  of an  id ea  for a  new product 
through developm ent to  th e  u ltim a te  co n su m er. To th e  com pany, 
"m arketing b eg in s  and ends w ith  th e  c o n su m er."
O ther com panies have had  s im ila r e x p e rien c es  in  th e  evo lu tion  of 
the  m arketing c o n c e p t. The ch an g e  in  ph ilosophy  h as  gone beyond co n ­
sidering  the  consum er in  te rm s g iv ing  them  w hat th ey  w a n t. This new
47I b i d . , p .  37
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ph ilo sophy  h as had  a n  im pact on th e  d e c is io n s  of m anagers in  term s 
of res tru c tu rin g  th e  o rg an iz a tio n  to  m eet th e  n eed s of th e  consum er.
c .  Some C h an g es in  th e  M arketing F u n c tio n . From a  1956 
study  conducted  by th e  A m erican M anagem ent A sso c ia tio n  on m arketing 
fu n c tio n s , one im portan t fac to r seem ed  to  s tan d  o u t— se llin g  and 
m arketing functions a re  c h a n g in g .48
O ne of th e s e  ch an g es  is  th a t  co rpora te  o rg an iza tio n  i s  being 
re s tru c tu re d . M ost o ften  th is  in v o lv es  an e x p an sio n  of pe rsonnel 
w ith in  th e  o rg a n iz a tio n . S ta tu s  for th e  m arketing function  i s  being 
enhanced  w ith  c lo s e r  in te g ra tio n  w ith  o ther a r e a s .  A lso , changes in  
p e rso n n e l and job  t i t l e s  a re  being  m ade to  re f le c t th e  c h an g e . The 
new a s s o c ia te d  c o n ce p ts  a re  ev en  more s ig n if ic a n t a s  new functions 
a r is e  and d ifferen t co rpo ra te  a lignm en ts are  m ade. In d iv id u a ls  w ith  
new backgrounds are  be ing  em ployed more and in c lu d ed  in  th is  a re a  a re  
new q u a lif ic a tio n  and  s p e c ia liz e d  know ledge . A lthough s t i l l  few in  
num ber, s ta ff  p sy c h o lo g is ts , s t a t i s t i c ia n s ,  and c o s t a n a ly s ts  are  grow ­
ing . S taff s p e c ia l is ts  a re  now more num erous and im portant in  m arketing 
re s e a rc h , s a le s  t ra in in g , an d  m erchand ising .
In to  th o se  a re a s  o f m anagem ent th a t trad itio n a lly  depended on 
hunch and in tu itio n  a re  be ing  in troduced  o b jec tiv e  te c h n iq u e s  and
4®Henry Bund and Jam es W . C a rro ll, "The C hanging Role of th e  
M arketing F u n c tio n ."  Tournal of M ark e tin g . Vol. 2 1 , N o. 3 , January , 
1957, p p . 268 -325 .
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m easuring d e v ic e s ,  and m arketing personnel are  being  more sy s te m ­
a tic a lly  t r a in e d . Em phasis on ad m in istra tiv e  a b ility  and in  hum an 
re la tio n s  is  g row ing , b e c a u se  a s  m arketing broadens i ts  sco p e  more 
d irec tio n  and  coo rd in a tio n  effort i s  needed  to  w eld  th e  a c tiv ity  of 
th e  v a rio u s a r e a s .  Another ev id en ce  of th e  in c re a se d  em phasis  on 
ad m in is tra tiv e  a b ility  com es from th e  need  of th e  m arketing man to  
work c lo se ly  w ith  and a c ro ss  departm ental l in e s ,  such  a s  inven to ry  
co n tro l in  co n ju n c tio n  w ith  purchasing  and p roduction .
I t  i s  g e n e ra lly  conceded  th a t  th e  m anager of m arketing today  
n eed s  c o n ce p tu a l s k i l ls  in  order to  in teg ra te  th e  various a s p e c ts  o f 
m arketing1 w ith  th e  o th er fu n c tio n s . The Am erican M anagem ent 
A sso c ia tio n  in  i t s  b o o k , The M arketing Tob, ^  o u tlin e s  som e r e ­
sp o n s ib i l i t ie s  of th e  New M arketing M anager. According to  The 
M arketing  Tob, th e  b a s ic  o v e ra ll function  of the  m arketing m anager is  
to  be re sp o n s ib le  for th e  conduct of th e  m arketing function  e ff ic ie n tly  
and  p ro fita b ly . In  carry ing  out th is  major fu n c tio n , th e  m anager m ust 
develop  a m arketing  po licy  in  lin e  w ith  th e  ph ilosophy  and o b je c tiv e s  
of th e  com pany .
P art o f th e  m anager's  job  e n ta ils  build ing  a rigorous s a le s  
fo rce — not a group of order t a k e r s . The s a le s  force can  and shou ld  be 
a  v ita l  lin k  in  th e  de livering  of "a standard  of l iv in g . " In  a d d itio n  to
^ E l i z a b e t h  M arting , e d . ,  New York, 1961
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bu ild ing  th e  s a le s  fo rce  th e  m arketing m anager is  a ls o  concerned  w ith  
develop ing  a con tinu ing  re sea rch  program . R esearch  is  th e  function  
th a t i s  moving f a s te s t  tow ard  th e  new and expanded co n cep t of m arket­
in g .
A nalyzing  and in te rp re ting  d a ta  in  term s of bo th  sh o rt-ran g e  and  
lo n g -ran g e  fo re c a s ts  i s  ano ther re sp o n s ib ility  of th e  m arketing m anager. 
This in v o lv es  develop ing  d e ta ile d  s a le s  p lans and budgets w h ich  w ill  
re p re se n t th e  th ink ing  and programming a t a ll  l e v e l s .
P art of th e  m anager's  jo b  i s  determ ining the  c h an n e ls  of d is tr ib u ­
tio n  for th e  com pany 's  product; fu rth e r, he i s  re sp o n sib le  for e s ta b l is h ­
ing a  sound  p ric ing  po licy  and for se ttin g  p rices  gu ided  by th is  p o lic y . 
G e n era l p o licy  con tro l over s a le s  prom otion and ad v ertis in g  a ls o  come 
w ith in  th e  pu rveyance  of th e  m arketing m anager.
I t  i s  a ls o  th e  ta s k  of th e  m anager to  encourage good em ployee 
re la tio n s  w ith in  th e  m arketing g ro u p . I t is  up to  him to  develop  a  com ­
m u n ica tio n s netw ork for th e  prom otion of group m orale , a lw ays s tre s s in g  
th e  im portance  of th e  cu sto m er.
The foregoing a re  som e of th e  re s p o n s ib ili t ie s  of th e  m arketing 
m anager to d a y . T hese re s p o n s ib ili t ie s  w ill vary in  degree  in  th e  v a rio u s 
c o m p a n ie s . T h is , of c o u rs e , does not mean th a t th e  top m arketing 
m anager w ill  hand le  each  of th e s e  ta s k s  h im se lf— such  w ould be  an  
im p o ss ib le  t a s k .  He m ust d e le g a te  d u tie s  to  o thers in  th e  perform ance 
o f th e  g re a te r  t a s k .
No m atter how thoroughly  the  m arketing co n cep t may 
perm eate  com pany m anagem ent, m arketing peop le  do not 
op e ra te  in  a  w orld to  th e m s e lv e s . They m ust w ork e ffe c ­
tiv e ly  w ith  o ther groups a t a l l  le v e ls  in  th o se  a re a s  w here  
m arketing o v e rlap s  m anufactu ring , en g in e e rin g , re se a rc h  
and  developm en t, fin an ce  and g en era l m anagem en t.50
It w as  m entioned above th a t G enera l E lec tric  w as one of th e
f ir s t  com pan ies to  put th e  m arketing concep t in to  p ra c t ic e .  In  order
to  do t h i s ,  th e  com pany underw ent a n  o rg an iza tio n  re s tru c tu r in g . At
G en era l E le c tr ic , product developm ent now com es d irec tly  under th e
m arketing m anager. This m anager i s  re sp o n s ib le  for p lann ing  p roducts;
he  m akes re q u e s ts  for p roduction  schedu ling ; and  is  re sp o n s ib le  for
co n tro llin g  th e  fin ish ed  in v en to ry . Those a t G enera l E lec tric  who w ork
under th is  s e t-u p  fe e l th a t th e  reo rg an iza tio n  h a s  so lv ed  a  lo t of
p ro b lem s. The g en e ra l co n cen su s  seem s to  be th a t  th o se  who adop t
th e  new p lan  of th e  m arketing concep t fee l th a t i t  is  th e  co rn e rs to n e
of th e  to ta l  m arketing  p lanning  e f f o r t . 51
In co n sid erin g  th e  evo lu tion  of th e  m arketing co n cep t and  i ts
e ffe c t upon o rg an iz a tio n a l c h an g e , a  look a t  tw o o rg an iza tio n  c h a rts
w i l l  s h o w  a  g e n e r a l  p a t t e r n  o f  r e o r g a n i z a t i o n . 52
5 Q j b i d . ,  p .  6 .
51 "M arketing  M en Take O ver in  G . E . U n i ts ."  B u sin ess  W e e k . 
June 2 4 ,-1 9 5 0 , p p . 3 0 -3 6 .
52p igures 4 .1  and  4 .2  a re  from S tan to n , o p . c i t . .  p ag es  14 and 
17, r e s p e c t iv e ly .
154
FIG U RE 4.1
COMPANY ORGANIZATION IN WHICH 
MARKETING ACTIVITIES ARE FRAGMENTED
Figure 4*1 re p re se n ts  an  o rgan iza tion  in  w hich  m arketing  
a c t iv i t ie s  a re  fragm ented 0 This type o rg an iza tio n  may re p re se n t th e  
f i r s t  s ta g e  in  "the evo lu tion  of m arketing m anagem en t."  As s e e n  from 
th e  c h a r t /  th e re  i s  no m arketing departm ent and under th e  s a le s  m anager 
th e re  i s  on ly  a f ie ld  s a le s  fo rce . Product p lann ing  and p h y s ic a l  d i s t r i ­
b u tio n , a s  w e ll  a s  p o ss ib ly  m arketing re s e a rc h , a re  under th e  p ro d u c­
t io n  m an ag er. As a  company becom es more invo lved  in  th e  m arketing 
c o n c e p t, m arketing i s  v iew ed more broadly  w ith  re su ltin g  o rg an iz a tio n a l 
c h a n g e s . For a com pany fully  accep ting  and  apply ing  th e  m arketing 
c o n c e p t, th e  o rg an iza tio n a l restruc tu ring  may be re f le c te d  a s  th a t  of 
figu re  4 . 2 .
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FIGURE 4.2.
COMMNV ORGANIZATION 
APPLY I NO- THE MARKETING
PRODUCTION
MANAGER
GENERAL 
SALES MANAGER
MANAGER 4  MARKETING R ESEA R CH  
PLANNING %f FACILITATING STAFF SERVICES
MANAGEMENT -f FIELD SAULS 
ORGANIZATION 
MANAGEMENT* SALES OFFICE 
ACTIVITIES, INCLUDING CUSTOMER 
SEANCE *  PRODUCT SERVICE
m i m  PLANNING & MERCHANDISING
ADVERTISING
SALES PROMOTION
MARKETING RESEARCH
SALES ANANSiS G CONTROiQALES SW/STO)
SALES BUDGETING 
SALES FORECASTING 
PI ANN MG ? CHANNELS TERRITORIES & OUOlAS 
INVENTORY CONTROL 
PRODUCTION SCHEDULING 
PHYSICAL DISTRIBUTION
CONCEPT
U nder th is  ty p e  of o rg an iz a tio n , a ll  th e  m arketing a c t iv i t ie s  a re  
in te g ra te d  under th e  m arketing m anager. I t  c an  b e  sa id  th a t ,  o rg an iz a ­
t io n a l ly ,  th e  com pany a c c e p ts  th e  m arketing c o n c e p t. The m arketing 
co n cep t canno t be brought to  fu ll fru ition  by o rg an iza tio n  a lo n e . The 
o rg an iza tio n  re f le c ts  and se ek s  to  carry  out th e  m arketing c o n c e p t.
F urther, a com pany canno t becom e custom er o rien ted  by e d ic t.
The to n e  of en tire  o rg an iza tio n  re f le c ts  th e  ph ilo sophy  of top  m anage­
ment; th u s ,  for a firm  to  fu lly  a c c e p t th e  m arketing c o n c e p t, top  m anage­
m ent m ust f irs t  a c c e p t i t .  As one  in d u s tr ia l e x ec u tiv e  so  su c c in c tly  put
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There can  be only ojie m arketing h e a d  in  any b u s in e ss  
and th a t m ust be th e  p re s id e n t. He c an  develop  a  modd, 
an  a tm o sp h ere , and an  e sp r it  de corps re f le c tin g  th e  p re ­
em inence of th e  custom er th a t p e rm eates  every  nook and 
corner of th e  com pany .53
It can  be se en  from th e  foregoing th a t w h a t th e  custom er dem ands 
is  an  im portan t environm ental fac to r th a t  has in flu e n ce d  th e  d e c is io n s  
of many m anagem ents. This in flu en ce  h a s  b e e n  tr a n s la te d  in to  a  new
ph ilosophy  in  many c a s e s ,  and  m anagem ent h a s  m ade o rg an iz a tio n a l
\
ad ju s tm en ts  to  carry  out th a t p h ilo so p h y .
C . Race R ela tions and M an ag eria l D e c is io n s
S ince  th e  Supreme Court d e c is io n  in  1954 on d isc rim in a tio n  
a g a in s t m inority groups in  s c h o o ls , th e re  h as  b e e n  a  sw e llin g  t id e  
of op in ion  and a ttitu d e  regarding the  a lle g e d  r ig h ts  of m inority  groups 
and  th e ir  re la tio n sh ip s  to  b u s in e ss  in  ga in ing  th e s e  r ig h ts . More 
s p e c if ic a lly ,  the  g ro und -sw ell o f op in ion  and a tti tu d e  re la te s  to  th e  
m ovem ent of th e  Negro in  pushing  fo r , in  m inority  group te rm s , eq u a l 
trea tm en t in  b u s in e s s .
The m ovem ents of th e  t id e  have not a ll  b e e n  in  th e  sam e d ire c tio n , 
nor h as  th e  force c rea ting  th e  cu rren ts  of a tt i tu d e  n e c e s s a r ily  em anated
^ A n th o n y  e . C a sc in o , "O rgan iza tiona l Im p lica tio n s  of th e  
M arketing C o n c e p t ," in  W illiam  L azer an d  Eugene J .  K e lley , e d s . , 
M anageria l M arketing ; P e rsp e c tiv e s  and  V iew po in ts , r e v . e d . (New 
York: R ichard D . Irw in , I n c . ,  Hom ewood, I l l in o is ,  1962), p .  37 .
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from th e  sam e so u rc e . On th e  one h a n d , th e  fed e ra l governm ent, some 
s ta te  governm en ts , and v a rio u s g roups have  b een  a c tiv e  in  bringing 
ra c ia l  e q u a lity  to  fru itio n . On th e  o th er h a n d , som e s ta te  governm ents 
and  v a rio u s groups have  sought to  rec ed e  or b reak  up th e  t id e .  At 
l e a s t  part o f th e  la t te r  a c tio n  h a s  b een  ta k e n  b e c a u se  of p a rticu la r 
v iew po in ts  a s  to  w hat is  m eant by th e  term  ra c ia l  e q u a lity .
M uch of the  con tro v ersy  a ris in g  from th e  ra c ia l  problem  co n cern s 
th e  righ t o f th e  Negro to  b e  ab le  to  se e k  ga in fu l em ploym ent and  to  
re c e iv e  s e rv ic e s  from b u s in e ss  e n te rp r is e s  w ith o u t d isc rim in a tio n  b e ­
c a u se  of c o lo r or r a c e .  It i s  c le a rly  reco g n ized  th a t  th e s e  problem s 
did  not a r is e  only a f te r  th e  1954 Suprem e C ourt ru ling ; i t  is  a lso  rec o g ­
n ized  th a t a ttem pts w ere  made to  impjrove th e  econom ic and  s o c ia l  s ta tu s  
o f Negro long  before th e  court d e c is io n .
For th e  la s t  tw en ty  y e a r s , th e  p rin c ip le  of e q u a l em ploym ent has 
b een  ra th e r firmly e s ta b l is h e d .  Twenty s ta te s  hav e  e n a c te d  fa ir em ploy­
ment le g is la t io n  as have approx im ate ly  40 m u n ic ip a lit ie s . As of th e  
ea rly  part o f 1963, approx im ate ly  tw o -th ird s  of th e  U . S .  working 
p o p u la tio n  w a s  covered  by fa ir em ploym ent l e g i s l a t i o n . ^  i t  h a s  b een  
on ly  a fte r  1954, how ever, th a t a p e rs is te n t  and c o n s is te n t  effort h a s  been  
ta k e n .
54 H arold  C . F lem ing , "Equal Job O p p o rtu n itie s—Slogan or R ea lity ? ,"  
P e rso n n e l A dm in is tra tion .  V ol. 2 6 , N o . 2 , M arch -A pril, 1963, p p . 25-28-.
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The environm ental fac to rs  of ra c e  re la tio n s  have had  an  im pact 
on m anageria l d e c is io n  m aking . The e ffe c ts  on d e c is io n s  may not 
have  come from a g en era l p reva iling  p u b lic  a t t i tu d e ,  but ra th e r from 
th e  a tt i tu d e s  of a sp e c if ic  p u b lic . C o n sid e ra tio n  of som e exam ples 
in d ic a te  some of th e  w ay s in  w hich  m anageria l d e c is io n s  have  b een  
a ffe c te d .
I .
1. Employment O pportun ities
a .  The P re s id e n ts  Com m ittee on E qual Employment O pportun ity .
On M arch 6 , 1961, P residen t Kennedy sig n ed  E xecutive  O rder 10925, 
e s ta b lish in g  th e  eq u al em ploym ent opportun ity  com m ittee . This i s  
probably  th e  m ost far reach in g  a d m in is tra tiv e  a c tio n  dealing  w ith  
em ploym ent of m inority groups ever i s s u e d .  S p e c if ic a lly , th is  order 
co n ce rn s d isc rim in a tio n  in  governm ent em ploym ent and  o b lig a tio n s  of 
co n trac to rs  and  su b co n trac to rs  on governm ent c o n tra c ts .  T his sec tio n  
sh a ll  co n s id e r  th e  order a s  i t  a ffe c ts  governm ent c o n tra c to rs .
W ith  c e r ta in  e x c e p tio n s ,  a ll  c o n tra c to rs  w ith  th e  fed e ra l govern­
ment have to  ag ree  not to  d isc rim in a te  a g a in s t  any em ployee or 
a p p lic a n t b e c a u se  of h is  r a c e ,  c re e d , co lo r o r n a tio n a l o r ig in . This 
n o n -d isc rim in a to ry  c la u se  e x te n d s , bu t i s  no t lim ite d , to  tra in in g , 
la y o ffs , r e c a l l s ,  d is m is s a ls ,  p rom otion , ra te s  of p a y , and  recru itm ent 
or recru itm en t a d v e r tis in g . C o n trac to rs  com ing w ith in  th e  purview  of th e  
order have to  make period ic  rep o rts  to  th e  com m ittee s ta tin g  th a t they  have 
com plied  w ith  th e  o rd e r. The c o n trac to rs  a re  a ls o  requ ired  to  perm it
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a c c e s s  to  b o o k s , re c o rd s , and a c c o u n ts  by th e  governm ental con trac ting  
agency  and  th e  com m ittee .
P en a ltie s  for non -com pliance  w ith  th e  o rder may be q u ite  s e v e re .
If i t  is  found th a t  a co n trac to r is  not com plying w ith  th e  n o n -d isc rim in a - 
to ry  c la u se  of th e  ex ecu tiv e  o rd e r , th e  c o n tra c t may be  c a n c e lle d  and 
th e  con trac to r may be in e lig ib le  for fu rth e r governm ent c o n tr a c ts . The 
com m ittee or th e  appropria te  co n trac tin g  agency  may p u b lish  th e  name 
of any  con trac to r who h as  not com plied  w ith  th e  o rd e r. The com m ittee 
may a lso  recommend th a t c rim inal p ro ceed in g s  be  brought a g a in s t th e  
p ro v is io n s  of th e  O rder.
E xecutive O rder 10925 affirm s th e  p o lic y  of E xecutive Order 10590 
s ig n e d  by P residen t E isenhow er in  1955. P re s id en t K ennedy 's a n t i -  
d isc rim in a tio n  c la u se  in  governm ent c o n tra c ts  tig h te n s  up con tro l w ith  
enforcem ent g ro u p s . U nder th e  E isenhow er O rder, in v e s tig a tio n  cou ld  
be ca rr ied  on only  a f te r  a com plain t w as r e g is te r e d .55
It i s  fe lt th a t s ig n if ic a n t p ro g ress  to w ard s  insu ring  eq u al oppor­
tu n ity  had  been  made during th e  f i r s t  n in e  m onths of th e  o rd e r .^6
Perhaps th e  m ost far reach in g  in d ic a tio n s  of p ro g ress  re su lte d  
from the  "Plans for P ro g re s s ."  ■
5 5 "Equal Job R ig h ts ,"  B usin ess  W e e k . M arch 11 , 1961, p .  120.
5 6 "Report by P re s id e n t 's  C om m ittee  on E qual O p p o rtu n ity ,"  
M onthly Labor R eview . Vol. 8 5 , N o. 6 , Ju n e , 1962, p .  652 .
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b .  "P lans for P ro g re ss"  Program . As C hairm an of th e  C om m ittee, 
V ice -P resid en t Johnson met w ith  50 of th e  la rg e s t  d e fe n se  co n trac to rs  
to  s o l ic i t  th e ir  support in  g iv ing  le a d e rsh ip  to  th e  E xecutive Order in  
reach in g  i t s  g o a ls . The P lan  for P ro g re ss  w as d e v ised  w hereby:
Ledding C orpora tions w ould m ake a  d e ta ile d  a n a ly s is  of 
th e ir  current em ploym ent p r a c t ic e s , filin g  w ith  the  com ­
m ittee  s ta t i s t ic a l  and n a rra tiv e  d e sc r ip tio n s  o f them . They 
w ould  th en  p lan  sp e c if ic  com m ittm ents to  im prove th e ir  
em ploym ent p ra c tic e s  th roughout th e  com ing year.® 7
T hose who jo in ed  the p lan  p led g ed  to  a g g re ss iv e ly  and  affirm atively  
p u rsu e  n o n -d isc rim in a to iy  p ra c tic e s  a g a in s t m inority  g ro u p s , and to  
se e k  out q u a lified  m inority group c a n d id a te s .
By M ay, 1962, a t  le a s t  52 com panies covering  th ree  and  o n e -h a lf  
m illion  em ployees in  o p e ra tio n s  th roughou t th e  U . S . had  com pleted  
"P lans for P ro g re ss ."  It seem s a s  though  som e m anagem ents did no t 
com p lete ly  fu lfill th e ir  p led g es  b e c a u se  by m id -January , 1962, 641 
com pla in ts  of d isc rim ina tion  in  governm ent c o n tra c ts  had been  filed  
w ith  th e  com m ittee . O f the  to ta l  com p la in ts  re c e iv e d , 294 of them  had 
b e en  re s o lv e d . In 127 c o m p la in ts , co rrec tiv e  a c tio n  re so lv ed  th e  com ­
p la in ts ;  60 com plain ts w ere d ism isse d  a s  "no c a u se  of com plain t;"
91 w ere  d ism isse d  for lack  o f ju r isd ic tio n ; and  16 w dre d ism isse d  
b e c a u se  com plainant fa iled  to  provide th e  n e c e ssa ry  inform ation  for 
in v e s tig a tio n . The rem aining  347 com pla in ts  w ere  in  various s ta g e s  of 
p ro c e ss  in  M ay, 1962.5®
57I b id . ,  p .  654 .
5®Loc . c i t .
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W hile  many of the  p lan s  w ere  s ig n e d  by com pan ies in  a re a s  
w here  d iscrim ination  w as not so  a p p a re n t ,  som e o f th e  firm s ex tended  
th e  p lan s  to  include  branch o p e ra tio n s  w here  d isc rim in a tio n  h a d , for 
th e  m ost p a r t , b een  th e  ru le .
To g e t an in d ica tio n  of how som e o f th e s e  p lan s have b een  ca rried  
o u t ,  co n s id e r  th e  Lockheed A ircraft C o rpo ra tion  a t i t s  M a rie tta , G e o rg ia ^  
b ra n c h . W hen Lockheed signed  th e  p led g e  in  1961, i t  p ledged  to  d i s ­
tr ib u te  an  u p - to -d a te  non -d isc rim in a to ry  p o licy  to  a l l  members of 
m anagem ent and to  a s s ig n  re sp o n s ib ili ty  for acco m p lish in g  th e  p o lic y .
The com pany further p ledged  to  a g g re s s iv e ly  se e k  ou t more q u a lif ied  
m inority group c an d id a te s  and to  re a n a ly z e  o pen ings for sa la r ie d  jobs 
to  in su re  a l l  e lig ib le  m inority groups em ployees have  b een  co n sid ered  
for p lacem en t a n d /o r  u p trad ing . L ockheed  a ls o  p ledged  to  encourage 
p a rtic ip a tio n  of m inority groups in  com pany tra in in g  p rog ram s, and  to  
in su re  th a t q u a lified  m inority groups w ere  in c lu d ed  in  superv iso ry  and 
p re -su p e rv iso ry  c la s s e s .  Another p led g e  th e  com pany sig n ed  w as to  
m ain ta in  a l l  fa c ili t ie s  on a n o n seg reg a ted  b a s i s . 59
O ther firms w ith  24 branch p la n ts  in  th e  A tlan ta  a re a  a lso  sig n ed  
s im ila r p le d g e s .  A 1963 Southern R eg ional C ounc il s tudy  rev e a le d  for 
th e  m ost part the  p ledges and p lan s  had  b e e n  m e a n in g le s s . Only W este rn  
E le c tr ic , G oodyear, and  Lockheed ran k ed  h ig h .
5 9 "p ian  for Equal Job O pportunity  a t  L ockheed A ircraft C o r p . ,"  
M onthly Labor R eview , Vol. 8 4 , N o. 7 , Ju ly , 1961, p p . 7 4 8 -4 9 .
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The C ouncil study  reported  th a t Lockheed had  fin ish ed  d e se g re ­
ga ting  a l l  p lan t fa c i li t ie s  and  had  put N egroes in to  many new kinds 
of jo b s .  N egroes now work in  80 job  c la s s i f ic a t io n s ,  includ ing  
w h ite -c o lla r  and te c h n ic a l p o s i t io n s , com pared w ith  39 c la s s if ic a tio n s  
w hen th e  p lan  w as s ig n e d . T raining program s are  now open to  N egroes 
and  they  p a rtic ip a te  in  a lm ost every  type  of program  o ffe red .
The company moved slow ly  a g a in s t com m unity c u s to m s. Lockheed 
b e lie v e s  th a t to  m eet th e  p lan  for p rog ress p ledge is  to  a c tiv e ly  seek  
q u a lif ie d  c a n d id a te s . T hus, th e  com pany m akes reg u la r v is i ts  to  Negro 
c o lleg e s  seek ing  q u a lif ied  c a n d id a te s . The com pany re je c ts  a num erical 
m easure of p ro g re s s . M r. E . G .  M a ttiso n , D irec to r of In d u stria l 
R ela tions s a id ,  "people m iss th e  p o in t . . .th e y  th ink  in  term s of how 
m any? I ts  a m atter of q u a lity  in  w hat w e d o , he lp ing  th e  Negro becom e 
q u a lif ie d  for h is  lo n g -ran g e  g o a l .  "60
As po in ted  out in  th e  Southern Regional C ouncil s tu d y , many m anage­
m ents seem  to  h e s ita te  o r b a lk  a t carry ing  out th e  p la n s . This view is  
su b s ta n tia te d  by th e  Fortune survey of 12 c i t ie s  in  Ju ly , 1963. According 
to  th e  su rv e y , some b u s in essm en  regard  th e  P lans for P rog ress a s  "big 
b u s in e s s  in teg ra tio n  program in  th e  sky."® * Some b u sin essm en  applaud
6 0 "Carrying Out a  P lan  for Job In te g ra tio n ," B usin ess  W eek .
April 13 , 1963, p . 96 .
O^-Charles E. S ilberm an, "The B usinessm an  and  th e  N eg ro ,"
F ortune . Sep tem ber. 1963, p .  44 .
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th e  goa ls  and  id e a ls  of th e  p lan  bu t have  not done much about i t .  Even 
though th e  home o ffice  of many firm s had  sig n ed  the  p le d g e , some branch 
m anagers s ta te d  th a t  th e y  had o th e r th in g s  to  d o —lik e  se llin g  th e  
p roduct, th ey  did not hav e  tim e to  l i s te n  to  th e  P re s id e n t. O ther branch  
m anagers s ta te d  th a t  i t  (the plan) d id  not app ly  a t th e  branch  p la n ts .
W hile  many m anagem ents have  com plied  w ith  th e  Executive Order 
10925, and th e  "P lan  for P ro g re s s ,"  o th e rs  have e ith e r  tr ie d  to  d is re ­
gard  th e ir  in flu en ce  seem ing ly  d e lib e ra te ly  or a s  a re s u lt  of th e ir  v iew ­
point or va lue  judgem ent a s s ig n e d  to  th e  in f lu e n c e . At th e  sam e tim e , 
b u sin essm en  w ere under an o th e r p re s su re  to  g ive  sp e c ia l  co n sid era tio n  
to  th e  Negro w orker.
c .  The Boycott W eap o n . N egro g ro u p s , in  seek in g  equal em ploy­
ment opportunity  have b o y co tted  c e r ta in  b u s in e s s  f irm s . Following a re  
two c a s e s  in  p o in t.
In  P h ilad e lp h ia , ea rly  in  1961, a group of N egroes met w ith  Sun
\
O il C om pany 's A ss is ta n t D irec to r o f P erso n n e l R e la tio n s . The group 
w anted  to  know Sun O i l 's  ph ilo sophy  tow ard  N egroes; how many N egroes 
w ere em ployed by th e  com pany; and  if  th e re  w ere  any p rob lem s. One 
month la te r  th e  group is s u e d  Sun O il a m andate to  h ire  o r upgrade 30 
Negro w orkers w ith in  30 day s or th e  com pany w ould be  b o y c o tted . The 
group w as inform ed th a t th e  com pany cou ld  n ire  no one ex cep t for bona 
fide  o p e n in g s .
62loc. c it .
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The com pany did h ire  se v en  N egroes , but th e  group w as not 
s a t is f ie d  and a boyco tt b e g a n , re su ltin g  in  c lo s in g  a t le a s t  one Sunoco 
se rv ice  s ta tio n . About th e  te n th  w eek  of th e  b o y c o tt, Sun O il Company 
no tified  the  group th a t th e  com pany had com plied  w ith  v irtu a lly  a l l  the  
dem ands, and a fte r  checking  th e  em ploym ent re c o rd s , th e  boyco tt w as 
c a lle d  o f f . ^
In another c a s e ,  a  b i - r a c ia l  grpup in  B oston , M a s s a c h u s e tts ,  
dem anded th a t C o n tin en ta l Baking Com pany h ire  12 N egroes in  30 days 
or face  a b o y c o tt. The group even  d e s ig n a te d  sp e c if ic  jo b s  for th e  
w orkers to  be h ire d . The com pany re p lie d  th a t i t  had  proven through 
h iring  qua lified  a p p lic a n ts  and  th rough  prom otion p o lic ie s  th a t i t  did 
not d isc rim inate  a g a in s t N e g ro es , and  s in c e  i t  w as un like ly  th a t there  
w ould be  12 open ings w ith in  12 m on ths, no p rom ises could  be m ade.
The boyco tt s ta r te d  on M arch 2 3 , 1963. Approxim ately 32 s to re s  
in  th e  Negro community w ere  p e rsu ad e d  by th e  b i- r a c ia l  group not to  
stock  C o n tin e n ta l 's  b re a d . By th e  tim e th e  boyco tt e n d ed , th e  company 
had lo s t about tw o per cen t of i ts  w eek ly  s a le s  in  th a t  a re a .
By the  m iddle of A pril, 1963, th e  com pany in troduced  a new line  
of b read  and needed  ad d itio n a l d riv er s a le sm e n . The U rban League w as 
a sk e d  by the  com pany to  help  send  q u a lif ie d  Negro a p p lic a n ts . A dvertise ­
m ents w ere p lac ed  in  Negro n e w sp a p e rs . As a r e s u l t ,  five  N egroes w ere
^ " T h e  Negro Drive for T obs."  B usin ess  W ee k . August 17 , 1963,
p .  5 6 .
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h ired . The b oyco tt le a d e rs  fe lt th e  com pany show ed good fa ith  and 
c a lled  o ff th e  b o y c o tt .
Not only did th e  boyco tt c a u se  m anagem ent to  a c tiv e ly  seek  and 
h ire  N egroes in  th e  B oston p la n t ,  i t  re su lte d  in  C o n tin e n ta l 's  o ther 
83 p lan t m anagers se ek in g  out Negro le a d e rs  in  order to  a lla y  any 
further p o s s ib le  b o y c o tts . O ne C o n tin en ta l o ff ic ia l s a id , "W e're  
finding out th a t  th e y 're  men </Jhe Negro l e a d e r s /  w ho understand  how 
industry  can  p lay  a p a rt in  th e  N egro m ovem ent, not by the  agg ravation  
of in d u s try , b u t by th e  c o o p era tiv e  g iv e -a n d -ta k e  of econom ic oppor­
tu n itie s  . "65
d .  P ro g re ss iv e  P o lic ie s  o f Some F irm s. A Chairm an of a la rge
e le c tro n ic s  firm  met w ith  300 of th e  firm 's top  en g in e e rs , no ted  th a t
th ere  w ere  no Negro e n g in e e rs , and  e x p re ssed  wonderm ent why th ere
w ere n o n e . Top opera ting  m anagem ent took th e  h in t and a t the  next
fifigeneral m eeting  th e re  w ere  a t l e a s t  th ree  Negro e n g in e e rs . M otorola 
C orporation i s  a g g re ss iv e ly  seek in g  q u a lif ie d  N egroes in te c h n ic a l ,  
p ro fe s s io n a l, and  o th er f ie ld s .  The company regu larly  rec ru its  a t  Negro 
c o lle g e s . The C h ase  M anhattan  Bank in  New York C ity  a ls o  rec ru its  a t 
Negro c o l le g e s .  ^ 7
64I b i d . . p . 61 
65lo c . c i t .
S^l b i d . , p .  65 .
67loc . c i t .
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P itney -B ow es, I n c . ,  h a s  b een  a  le a d e r in  seek ing  q u a lified  
N eg ro es . A ccording to  a s ta te m e n t by th e  p res id en t of the  com pany, 
P itney-B ow es i s  not d isc rim in a tin g  in  rev e rse ; th a t i s ,  hiring a Negro 
in  p reference  to  a non-N egro  of s im ila r q u a lif ic a tio n s . R ather, i t  is  
th e  s ta te d  po licy  of th e  com pany to  seek  out more N eg ro es , "w ho, 
a fte r  a  period  of tra in in g , w il l  m ake good e m p lo y e e s ."68
According to  th e  above  s ta te m e n t, P itn ey -B o w es , a s  w e ll a s  o ther 
co m p an ies , reco g n ized  th a t  th e  Negro has b e en  a v ictim  of d isc rim in a ­
tio n  and n e g le c t .  The com pany fe e ls  th a t p a s t  d isc rim ina tion  in  em ploy­
ment and  educa tion  h a s  c a u se d  th e  Negro to  be  unab le  to  com pete equally  
in  applying for jo b s; th e re fo re , th e  com pany p roposes to  a c tiv e ly  seek  
out N egroes w ho are d e s iro u s  to  le a rn .
Bird fe e ls  th a t som e em ployer a tt i tu d e s  w ere  changed  b e c a u se  th ey  
re a liz e d  th a t work perform ance im proves up and down th e  lin e  w hen  p ro ­
m otions are  b a se d  on m erit w ith o u t e x c e p tio n s , or regard  to  c o lo r . I t  
is  a ls o  fe lt th a t  th e re  have b e e n  p o s it iv e  r e s u l ts  for p ro f its , p re s t ig e , 
and pub lic  re la tio n s  for com pan ies lead ing  th e  w ay in  in d u s tr ia l race  
re la t io n s . O ther firm s are  en co u rag ed  to  fo llo w .69
W hether through governm ent a c tio n , a c tio n  by p re ssu re  g ro u p s , or 
m anagem ent's w il l in g n e s s , th e  env ironm enta l fac to r  of race  re la tio n s  h as  
m odified some m anagem en t's  d e c is io n s  regard ing  th e  em ploym ent of
®®A Statem ent by  th e  P re s id e n t o f P itn ey -B o w es, I n c . ,  f iled  among 
th e  p e rso n a l reco rds o f J . M ark M ille r .
fiQC aro line  B ird, "M ore Room a t th e  T o p ,"  M anagem ent R ev iew .
Vol. 5 2 , N o. 3 , M arch , 1963 , p p . 4 -1 6 .
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N eg ro es . B ut, em ploym ent i s  not th e  only a rea  th a t h a s  b een  a ffec ted  
by rac e  r e la t io n s .
2 . Serv ice  in  P riva te ly  Owned B usine s s  F a c ilitie s
There have been  many p re s su re s  exerted  a g a in s t p riva te  b u s in e ss  
firms to  in te g ra te  se rv ice  f a c i l i t ie s .  B oyco tts , p ic k e tin g , and  s i t - in s  
have b een  frequent ta c t ic s  u se d  by m inority or b i- r a c ia l  g ro u p s. S ince 
th e s e  ta c t ic s  have been  o o n cen tra ted  in  th e  Southern s t a te s ,  d isc u ss io n  
of th e  e ffe c ts  of th e  ta c t ic s  u se d  to  ga in  in teg ra tio n  w ill  be lim ited  to  
th e s e  s t a te s .
The y e a r 1963 probably  saw  more d eseg reg a tio n  in  th e  Southern 
com m unities th an  any o th er s in g le  y e a r . Many re s ta u ra n ts  and lunch  
coun ters th a t  formerly h ad  b een  u sed  only by w h ite  people  w ere  opened 
to  N eg ro es . M o te ls , h o te l s ,  and  th e a tre s  have a lso  b een  opened to  
th e  N e g r o .^
M anagers of ea tin g  e s tab lish m en ts  in  M iss is s ip p i have  w ith sto o d  
th e  p re s su re s  to  in te g ra te  a n d , a s  of D ecem ber, 1962, no N egroes a te  
in  "w hite" lunch room s. In  A rk a n sa s , a t th e  end of 1962, only a few 
re s ta u ra n ts  w ere in te g ra te d , w h ile  in  G eo rg ia , se v e ra l q u a lity  re s ta u ra n ts , 
one h o te l ,  and about 10 m ovie th e a tre s  w ere in te g ra te d .?  1
^ " T h e  'M a rc h '—G ains and L o s s e s ,"  U . S . News and W orld 
R eport. Septem ber 9 . 1963, p .  3 4 .
71 "Real In teg ra tio n  ih  th e  S o u th ? " U_. .S. News and W orld R eport, 
D ecem ber 10, 1962, p p . 7 9 -8 2 .
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In V irg in ia , m ost th e a te rs  a re  se g reg a ted  but s i t - in  dem onstra­
tio n s  have produced  som e in te g ra tio n  a t  lunch  counters in  Richmond*
South C aro lina  ranks a s  one of th e  m ost seg reg a ted  Southern s t a t e s . 
S it- in s  in  th is  s ta te  have  produced only  a few r e s u l ts .  In C olum bia,
South C a ro lin a , how ever, s e v e ra l s to re s  opened th e ir  lunch  coun ters 
to  N egroes in  th e  la t te r  p a rt of 1962. In  North C a ro lin a , ra c ia l  b a rrie rs  
are  coming down in  th e  in d u s tr ia l  s e c tio n s  of the  s t a t e . In som e c it ie s  
in  N orth C a ro lin a , N egroes o ften  e a t a t  in teg ra ted  lunch  c o u n te rs .
L ouisiana had  no repo rted  in te g ra te d  se rv ice s  a t p rivate  b u s i­
n e s s e s  a t  th e  end of 1962. A few se rv ic e  e n te rp rise s  have opened 
th e ir  doors to  in te g ra tio n  in  T e x a s , T ennesseie , and F l o r i d a . 7 ^
On M ay 9 , 1963, w h ite  le a d e rs  in  Birmingham, A labam a, ag reed  
to  open some downtown f a c i l i t ie s  to  N e g ro es , "such  a s  lunch c o u n te rs ."7^
It seem s th a t  d e c is io n s  by b u s in e ssm e n  in  th e  Southern s ta te s  
have  not b een  g rea tly  a ffe c te d  by ra c ia l  p ressu re  group a c t iv i t ie s .  The 
d e c is io n s  to  in te g ra te  f a c i l i t ie s  w ere  m ade in  the  m ain by m anagers in  
th e  la rg e r c i t i e s .  For th e  m ost p a r t ,  b u sin essm en  seem ed to  b a se  th e ir  
d e c is io n s  on th e ir  own b e l i e f s , or upon th e  genera l a ttitu d e  p reva iling  in  
th e  community ra th e r  th a n  upon th e  a tt i tu d e s  of Negro p ressu re  g ro u p s.
77Lo c . c i t .  S ince  th is  d a te  som e departm ent s to re s  in  Baton 
R ouge, L o u is ia n a , have  in te g ra te d  th e ir lu n d ic o u n te r s .
73 "T ension  Grow ing over Race I s s u e , " U . S .  News and W orld 
R eport, May 2 0 , 1963, p .  37 .
CHAPTER V
SOCIAL AND CULTURAL ENVIRONMENT
A. M ake-up  of In -P lan t Environment
In an  a d d re ss  befo re  th e  su p erin ten d en ts  of m anufacto ries about. 
150 y ea rs  a g o , Robert Owen s ta te d  th a t  much a tten tio n  h as b een  g iven  
to  th e  ca re  and upkeep of th e  inan im ate  m achines w ith  b e n e f ic ia l 
r e s u l ts .  M r. O w en w ondered  how much more could  be  e x p ec te d  from 
th e  "liv ing  m ach ines"  i f  th ey  w ere  g iven  equal trea tm e n t. He sa id :
W hen y o u jih a l l  acq u ire  a  righ t know ledge of th e s e ,
</human b e in g s /  of th e ir  cu rious m echanism , of th e ir  
se lf -a d ju s tin g  pow ers; w hen  th e  proper m ainspring sh a ll  
be a p p lied  to  th e ir  v a ried  m ovem ents, you w ill  becom e 
c o n cs io u s  of th e ir  re a l  v a lu e , and  you w ill be  read ily  
induced  to  tu rn  your tho u g h ts  more frequently  from your 
inan im ate  to  your liv ing  m achines; . . . .  *
The q u e s t for know ledge about th e  hum an reso u rce  h as b een  o u t­
stripped  by th e  se a rc h  for te c h n o lo g ic a l a d v a n c e s . In to  th e  econom y 
have b een  in troduced  new m ethods, m ac h in e s , and p ro c e s s e s .  The 
changes have b e e n  h is to r ic a lly  o rien ted  tow ard  th e  c h a ra c te r is t ic s  
of th e  m ach ine . The g rea tly  in c re a se d  p roductiv ity  brought about
1Robert O w en, "An A ddress to  th e  S uperin tenden ts of M a n u fa c o tire s ," 
in  M e rrill, H arw ood F . , e d . , C la s s ic s  in  M anagem ent (New York:
Am erican M anagem ent A s so c ia tio n , 1960), p .  22.
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p a rtly  through  th e  eng ineering  sc ie n c e s  h as been  m ade p o s s ib le  by 
v a s t  and  d e ta ile d  inform ation of m ach in es, "down to  th e  end  of th e  
h an d le  -  th e  po in t a t w hich th e  operator ta k e s  ho ld  of i t . "
A ccording to  H a ire , m anagem ent's know ledge and in te re s t  ends
«
w here  th e  opera to r b e g in s . If the in d u s tr ia l m ach ines w ere  o p e ra ted  
w ith  a s  l i t t le  know ledge a s  is  generally  known abou t th e  o p e ra to r , i t  
i s  perhaps lik e ly  th a t breakdow ns w ould  be  frequen t and  d r a s t ic .
There h as b een  e x p re ssed  a need  for a s c ie n tif ic  study  of th e  
c h a ra c te r is t ic s  o f peop le  to  p a ra lle l th e  understand ing  of m ech an ica l 
c h a ra c te r is t ic s  so  th a t both may be u tiliz e d  w ith  maximum e ff ic ie n c y . 
T ech n ica l ch an g es have re su lte d  in  link ing  to g e th e r th e  p roductive  
e ffo rts  of la rg e  num bers of p eo p le . In d u s tr ia l o rg an iz a tio n  of th e s e  
p eo p le  h a s  re su lte d  in  many new problem s in  th e  te c h n iq u e s  of s o c ia l  
c o n tro l and d ire c tio n . As in d u s tr ia l o rg an iza tio n  grow s la rg e r  and  
more com plex , i t  seem s apparen t th a t many more problem s w ill  be 
g e n e ra te d  beyond  th e  cu rren t understand ing  of hum an b e h av io r .
An o rg an iza tio n  i s  a s e t  of re la tio n sh ip s  b e tw een  p e o p le , and 
th e  in s t i tu t io n 's  g o a ls  can  be reached  only th ro u g h  th e  e ffo rts  and  
a c t iv i t ie s  of p e o p le . As o rg an iza tio n s grow and  th e  h ie rach y  stru c tu re  
becom es more com plex , "it becom es more and more tru e  th a t  each  man
O
M ason H a ire , Psychology in  M anagem ent. 2nd ed„ (New York: 
M cG raw -H ill Book C om pany, I n c . ,  1964), p . 6 .
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d e a ls  only  w ith  h is  su b o rd in a te s  and not w ith  th e  a c tu a l p ro d u c t." ^
It seem s to  follow  th a t more w eight and  a tten tio n  m ust be g iv en  to  
s k i l ls  an d  a b il i t ie s  o f in d iv id u a ls  dealing  w ith  p e o p le . As t e c h ­
n o lo g ic a l ch an g es  in c re a s e , th e re  is  a concom m itant need  for an  
in c re a s e d  understand ing  of th e  nature of people  a t work and th e  
p ro c e s s e s  of in te ra c tio n  of th e  people in  th e  work s i tu a t io n . This 
is  th e  h e a r t of hum an re la tio n s  in  b u s in e s s .
Human re la tio n s  h a s  b een  defined  a s , "The sc ie n c e  w h ich  s tu d ie s  
th e  a c t iv i t i e s , a t t i tu d e s , and  in te rre la tio n sh ip s  e x is tin g  among peop le  
a t w o rk .
And th e  m ajor o b jec tiv e  of in d u stria l human re la tio n s  i s  to  
" e s ta b l is h  th e  law s and  p rin c ip les  w hich  govern th e  b eh av io r of 
p eo p le  a t  w ork."'*
Problem s of understand ing  human behav io r a t work a re  not th e  
on ly  problem s w hich  a  b u s in e ss  en te rp rise  f a c e s .  M anagem ent n eed s  
to  s e e  th e  b u s in e s s  o rg an iza tio n  as an  organism  im bedded in  a f ie ld  
of fo rce s  w hich  c o n s titu te  th e  environm ent. The e ff ic ie n t u til iz a tio n  
of th e  hum an reso u rce  i s  a  problem th a t  seem s common to  a l l  b u s in e s s  
e n te rp r is e s ,  even  though th e  so lu tions may vary from c a s e  to  c a s e .
^ Ib id c . p . 9 .
^D alton  E. M cF arland , M anagem ent P rin c ip les  and P ra c tic e  (New 
York: The M acm illan  C om pany, 1958), p . 337 .
5I b i d . . p .  341 .
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If m anagem ent can  understand  th e  na tu re  of th e  p eop le  in  th e  
b u s in e s s  o rg an iza tio n  and can  know how to  u se  th is  understand ing  
in  p r a c t ic e , one of th e  fac to rs  in  th e  com plex problem s w h ich  face  
m anagem ent can  be u tiliz e d  more e ff ic ie n tly . In  order to  g e t a b e tte r  
understand ing  of peop le  a t work and to  se e  more c le a r ly  th e  fac to rs  
upon w hich  th e  in te ra c tio n  are  b a s e d , a tte n tio n  m ust be g iv en  to  some 
of th e  b a s ic  p rin c ip le s  about th e  natu re  of p e o p le . Some of th e  a re a s  
of th e  environm ent of hum an behav io r w ill  be c o n sid e red  in  term s of 
p sy c h o lo g ic a l and  s o c ia l n eed s of peop le  a t work and  how m anageria l 
d e c is io n  m aking h as  b een  a ffe c te d .
1 . The N ature of N eeds
It i s  perhaps a tru ism  to  say  th a t a l l  b eh av io r i s  d irec te d  to  
sa tis fy in g  n e e d s . According to  p sy c h o lo g is ts , an  in d iv id u a l s tru g g les  
th roughout life  to  sa tis fy  h is  n e e d s , a n ev er-en d in g  s tru g g le  b e c a u se  
of a v a rie ty  of n eed s  to  be  s a t is f ie d . W hen som e n eed s  are  s a t is f ie d ,  
o th e rs  em erge.
The d irec tio n  of an  in d iv id u a l's  behav io r is  de term ined  by m ultip le  
p re s su re  of se v e ra l needs ac ting  a t any one t im e . S ince  n eed s a re  
de te rm iners of beh av io r and  s in ce  m anagem ent i s  co n cern ed  w ith  th e  
b eh av io r o f peop le  a t w ork , m anagem ent n eed s to  look more c lo se ly  a t 
som e of th e  n eed s and understand  them  in  order to  u n d e rs tan d  b eh av io r. 
M any d e sc rip tio n s  and c la s s if ic a tio n s  of n eed s from a few b a s ic -o n e s
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to  d e ta ile d  l i s t s  for a lm ost every a c t have b een  co m p iled . The l i s t  of 
n eed s  co n sid e red  here  w ill  genera lly  follow L anger's  c la s s if ic a tio n .®
a .  P h y s ica l N e e d s . T hese needs are  th e  m ost e a s i ly  o b se rv ed
o n e s .  They in c lu d e  s h e l te r ,  food , r e s t ,  s le e p , and o th e r  n e e d s  for th e
p h y s io lo g ic a l upkeep of th e  human body . These needs a re  c o n s id e re d
th e  m ost b a s ic  m otivators and if  they  are  unm et, a ll  o th e r  n e ed s  are
p u sh ed  in to  th e  background . "It is  qu ite  true th a t  man l iv e s  by bread
7
a lo n e —w hen th e re  i s  no b re a d ."  W hen a man is  f i lle d  an d  hunger 
w a n ts  a re  s a t is f ie d ,  o ther and h igher needs em erge.
b .  S o c ia l N e e d s . T hese needs are  sa t is f ie d  th rough  in te ra c tio n  
w ith  o th er p e o p le . One su ch  need is  s o c ia b ili ty , or d rive  for a f f i l ia ­
t io n  and  a s s o c ia t io n  w ith  o ther p e o p le . A sso c ia tio n  w ith  o th e r peop le  
i s  a common g o a l for w hich  men strive.®  This need  is. som etim es c a lle d  
th e  "herd  i n s t i n c t , " and a person  may fee l a re a l d ep riv a tio n  w hen  
a s s o c ia t io n  i s  not p o s s ib le .
S tud ies in  th e  autom otive industry  have show n th a t  th e  g riev a n ce s  
f ile d  a re  re la te d  to  th e  number of people  in  a work g ro u p . The p e rso n  who 
w orked  a lone  w ith  no opportunity  for so c ia l n e e d -s a t is fa c tio n  to  be
^ W a lte rC . L anger, Psychology and Human Living (New York: D . 
A pp le ton -C en tu ry  C om pany, I n c . ,  1943), p p . 3 6 -7 5 .
7A. H . M aslo w , M otivation  and P e rso n a lity  (New York: H arper 
and  B ro th ers , P u b lish e rs , 1954), p .  83 .
Q
L anger. lo c . c i t . . p . 64 .
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fu lf il le d , f ile d  th e  la rg e s t number of g r ie v a n c e s . M en who w orked in
groups o f tw o or th ree  f iled  th e  nex t m ost g riev an ces  w h ile  th o se  in
g
la rg e r groups f iled  few er g r ie v a n c e s . Newman and  Summer report 
th a t a b sen te e ism  ten d s  to  be low w hen in d iv id u a ls  have friend ly  
re la tio n sh ip s  on th e  j o b . 10
The need  for a ffec tio n  is  a ls o  a recogn ized  s o c ia l  n e e d . This 
need  is  e x p re sse d  a s  a need  to  be both  rec ip ie n t and  g iv e r . H aire  
p o in ts  ou t th a t  th e  m otive for "a fee lin g  of loya lty  tow ards in s titu tio n s  
and co m p an ie s , and th a t part of th e  re tu rn  th a t an  em ployee finds in  
fee lin g  w an ted  and ch e rish ed  by h is  com pany p a rta k es  o f th e  need  for 
a ffe c tio n .
c .  E go istic  N e e d s . For th e s e  n e e d s , the  g o a l is  not prim arily  
in  re la tio n  to  o ther p e o p le . I t is  ra th e r a p a rtic u la r  v iew  of o n e 's  s e l f .  
A ccording to  M aslo w , th e s e  needs re la te ,  on .the one  h a n d , to  o n e 's  
s e l f - e s te e m , s e lf -c o n f id e n c e , and  independence  and  a ch iev e m e n t, 
w h ile  on th e  o th er hand th ey  re la te  to  o n e 's  re p u ta tio n , s t a tu s ,  re c o g ­
n itio n , and  need  to  be  a p p re c ia te d . T hese  needs a re  ra re ly  s a t is f ie d  as 
in d iv id u a ls  seek  in d e fin ite ly  for more s a t is fa c tio n . T hese  n eed s  a ris e  
only a f te r  o th er needs a re  rea so n ab le  s a t is f ie d .
q
H a ire , o p . c i t . . p .  30 .
* ^ W illiam  H . Newman and C h arle s  E . Summer, J r . ,  The P ro c ess  of 
M anagem ent (Englewood C l if f s .  N . T.: P re n tic e -H a ll ,  I n c . , 1962), 
p .  157.
*H aire , o p . c i t . , p . 31 .
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To th is  group may be added  th e  need  for s e l f - a c tu a l iz a t io n .
M aslow  s t a t e s ,  "Even if  a ll  th e s e  n eed s  a re  s a t i s f ie d ,  w e may s t i l l
o ften  (if not a lw ays) ex p ec t th a t a  new d isc o n te n t and  r e s t le s s n e s s
w ill  soon  d ev e lo p , u n le s s  th e  in d iv id u a l i s  doing w ha t he is  f itte d
12for . . . .  W hat a  man can  b e , he m ust b e .."
T hese n eed s are  genera lly  c o n sid e red  to  be  a rranged  in  a heirarchy; 
a s  some beg in  to  be fa irly  reaso n ab ly  s a t i s f ie d ,  o th e rs  em erg e . How­
e v e r , th is  h ierarchy  i s  not a rig id  one a s  th e re  is  no fixed  p ro g ress io n  
from one need  to  an o th e r. There may be an  o v erlapp ing  of som e of th e  
n e e d s ,  and som e may be more in te n se  th a n  o th e r s .  There a re  a lso  
re la tiv e  d eg rees  of need  s a t is fa c tio n . A lso , th e s e  n eed s may be e ith e r
c o n sc io u s  or u n c o n sc io u s . M aslow  s ta te s  th a t g e n e ra lly , for th e  average
13p e rso n , the. n eed s a re  more unco n sc io u s th a n  c o n s c io u s .
T rad itio n a lly , m anagem ent's co n trib u tio n  to  n e e d -s a tis fa c tio n s  
o f w orkers h as  been  through p a y . The money p a id  to  w orkers are  m eans 
by w hich  th e  p h y s ic a l and p h y sio lo g ica l n e e d -s a t is fa c tio n s  of food , 
c lo th in g , and sh e lte r  are  m et. Some e g o is tic  n e e d -sa tis fa c t 'io n  can  be 
met w ith  m oney. P ay , to  some e x te n t,  se rv e s  a s  a s ta tu s  sym bol in  th e  
comm unity in  w hich  w orkers l iv e .  Pay th a t  is  su ff ic ie n t to  a llow  th e  
in d iv id u a ls  to  liv e  in  c e r ta in  ne ighbo rhoods, to  drive  c e r ta in  c a r s ,  and
12 M aslo w , qjd. c i t . , p . 91 .
•^ I b i d . , p .  101.
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to  belong to  th e  "right" c lu b s , a lso  se rv e s  to  fu lfill c e r ta in  e g o is tic  
n eed s off th e  jo b .  As im portant as  th e s e  may be  to  in d iv id u a ls , th e re  
a re  som e so c ia l  and e g o is tic  n eed s th a t  c a n  be met only on th e  job  
and through  in te rre la tio n sh ip s  w ith  o ther p e o p le .
2 . C o n sid e ra tio n  of S o c ia l R e la tionsh ip s
a .  S o c ia l and Inform al R e la tio n sh ip s . An in d u s tr ia l o rg an iza tio n  
may be s a id  to  be  d iv ided  in to  a  te c h n ic a l o rg an iza tio n  and a  human 
o rg an iz a tio n —both  are  in te rre la te d  and  in te rd e p e n d e n t. The human 
o rg an iza tio n  rem olds and rea rran g es th e  te c h n ic a l  o rg an iza tio n  for 
e ith e r  th e  econom ic purpose of th e  firm or th e  s a t is fa c tio n  for th e  
m em bers of th e  firm . In  re tu rn , te c h n o lo g ic a l change req u ires  human 
a d a p ta tio n  to  th e  c h a n g e s .
The hum an o rgan ization  a s  a s o c ia l  sy s tem  is  com posed of a l l  the  
in d iv id u a ls  w ith in  the  firm in te rac tin g  w ith  one a n o th e r , and  through 
in te ra c tio n , p a tte rn s  of behavior are  formed among th e  in d iv id u a ls . 
A ccording to  one a u th o rity , "T hese p a tte rn s  of re la t io n s ,  to g e th e r w ith  
th e  o b je c ts  w hich  sym bolize th em , c o n s titu te  th e  s o c ia l  o rg an iza tio n  of 
th e  in d iv id u a l e n te rp r is e ."  ^
The s o c ia l  system  in c lu d es  th o se  p a tte rn s  of beh av io r w hich  are  
re la te d  to  th e  form al o rg an iz a tio n , but many p a tte rn s  of behav io r are
14F . J .  R oeth lisberger and W illiam  J .  D ick so n , M anagem ent and 
th e  W orker (C am bridge, M a ssa c h u se tts :  H arvard  U n iv e rs ity  P re s s ,  1939), 
p . 5 5 4 .
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com plete ly  u n re la ted  to  th e  form al o rg an iz a tio n  or in ad eq u a te ly  rep re ­
se n ted  by i t .  T hese p a tte rn s  of in te ra c tio n  among th e  in d iv id u a ls  and 
groups c o n s titu te  th e  inform al o rg a n iz a tio n .
Too o ften  it  i s  a ssum ed  th a t  an  o rg an iza tio n  ch art d e p ic ts  the  
a c tu a l o rg an iz a tio n , w hen in  f a c t ,  th e s e  tw o never e x ac tly  co rresp o n d . 
The o rg an iza tio n  chart i s  th e  b lue  p rin t w h ich  show s’ th e  func tiona l 
re la tio n sh ip s  betw een  u n its ; i t  does not show s o c ia l  d is ta n c e  or m ove­
m ent. The sen tim en ts and v a lu es  w h ich  a re  found in  th e  so c ia l  o rg an iz a ­
tio n  canno t be  e x p re ssed  by a form al s tru c tu re . I t is  th e s e  sen tim en ts 
and v a lu e s  w hich d if fe re n tia te , o rd e r, and  in te g ra te  in d iv id u a ls  and 
groups in fo rm ally . In d iv id u a ls , through  th e ir  in te rp e rso n a l re la tio n sh ip s  
and a s so c ia t io n s  form in to  groups through  w hich  some of th e  needs of 
th e  in d iv id u a ls  and  groups are  sough t to  be  fu lf il le d .
It is  not to  be  assum ed  th a t  inform al o rg an iza tio n s  are  b a d , per 
s e . T hese  o rg an iza tio n s e x is t  in  every  p la n t and  th ey  can  and  do se rve  
u se fu l pu rp o ses in  fa c ili ta tin g  th e  form al o rg a n iz a tio n . At t im e s , how ­
e v e r , th e  inform al o rg an iza tio n  d ev e lo p s in  o p p o sitio n  to  th e  form al 
o rg a n iz a tio n . "The im portant c o n s id e ra tio n  i s ,  th e re fo re , th e  re la tio n  
th a t e x is ts  be tw een  form al and inform al o r g a n iz a t io n s ." ^  / I t a l i c s
s u p p l ie d /
15I b i d . . p .  559.
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The p a rts  of a so c ia l sy s tem  a re  in te r re la te d  and  in te rd ep e n d en t.
A change in  one part c a u se s  a change in  th e  o th er p a r t .  Following 
R oeth lisberger and D ick so n , th e s e  sy s te m s can  be  v iew ed  a s  be ing  a 
s ta te  of equ ilib rium . If some m odifica tion  th a t  i s  d iffe ren t th an  w ould 
o therw ise  occu r is  im posed upon th e  s y s te m , re a c tio n s  w ould te n d  to  
reach  th e  s ta te  of equilibrium  of co n d itio n  th a t w ould  have occu rred  if  
th e re  had b een  no d is tu rb a n c e . Some p a rts  of th e  o rg an iza tio n  can  
change and a d ju s t more rap id ly  th an  o th e r s .  R oe th lisberger and D ickson  
s ta te  th a t a p recond ition  of u n b a lan ce  e x is ts  w hich  may be m an ifested  
in  various forms w hen there  i s  a  d isp a r ity  in  ra te s  of c h a n g e .^  For 
in s ta n c e , if th e re  is  a  d isp a rity  in  ra te s  o f change b e tw een  te c h n ic a l 
change and so c ia l  ad ap ta tio n  to  th e  c h a n g e , d is tru s t  of m anagem ent 
and re s is ta n c e  to  change may d e v e lo p . In  th e  H aw thorne s tu d ie s  i t  
w as found th a t w hen changes w ere  in tro d u ced  to o  rap id ly  w ith  or w ithou t 
su ffic ie n t c o n sid e ra tio n  for s o c ia l  im p lic a tio n s , th e  w orkers fe lt th a t  they  
w ere  a sk ed  to  ad ju s t too  rap id ly  to  m ethods w hich  dep rived  th e ir  w ork of 
i ts  custom ary s o c ia l s ig n if ic a n c e . In  s i tu a tio n s  su ch  a s  th e s e  i t  w as 
apparen t th a t  th e  so c ia l  ro u tin e s , c o d e s , and  custom s cou ld  not be 
a d ju s te d  to  th e  tech n o lo g ica l in n o v a tio n s .as rap id ly  a s  th e  innovations 
could  be m ade. Any a lte ra tio n  to  th e  s o c ia l  o rg a n iz a tio n , i f  done too  
ra p id ly , may lea d  to  fee lin g s  of e x a sp e ra tio n  and  fru s tra tio n  to  te c h ­
n o lo g ica l change in  any form.
16I b i d . . p .  566 ff .
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The re se a rc h e rs  a t  W este rn  E le c tr ic 's  H aw thorne p lan t found th a t 
coo p era tio n  w as determ ined much le s s  by th e  form al o rg an iz a tio n  th a n  
by th e  inform al o rg a n iz a tio n . C oopera tion  req u ire s  t ra d i tio n , s o c ia l  
c o d e s , and  c o n v en tio n s , and  w ithout su ch  re q u is ite s  no e ffe c tiv e  work 
re la tio n s  a re  p o s s ib le .  For a b e tte r  understand ing  of how th e  inform al 
o rg an iza tio n  fu n c tio n s , c o n s id e ra tio n  w ill  be g iven  to  exam ples of 
inform al group b e h av io r .
b .  Group B ehavior. Many tim es th e  work arrangem ents is  su ch  
th a t few opp o rtu n ities  a r is e  for th e  s a t is fa c tio n  o f so c ia l  n eed s in  r e la ­
tio n  to  o rg an iza tio n a l g o a ls ,  and  w orkers may o rgan ize  in to  groups 
(s tru c tu re s  th a t a re  th e  c rea tio n  of th e  w orkers and not of m anagem ent) 
to  s a t is fy  th e ir  own g o a ls .  T hese s tru c tu re s  and  g o a ls  may b eco m e, a t 
th e  sam e tim e , very  im portant to  th e  w orkers and  d e trim en ta l to  m anage­
m ent. M anagem en t's  co n ven tiona l m o tiva tional te c h n iq u e s  canno t contro l
th em , and th e  more m anagem ent t r ie s  to  co n tro l and  in te rfe re  w ith  th e s e
./
g ro u p s , "the more th ey  flou rish  in  w ays th a t  becom e more annoying and
17more u n m an ag eab le ."
In  one study  of a departm en t,  a  group of " re g u la rs " co n tro lled  
th in g s  in  term s of so c ia l  v a lu e s . T hese  regu la rs  w ere  the  p ace
^ A .  Z a lez n ik , C . R. C h r is te n s e n , and  F . J .  R o e th lisb e rg e r,
The M o tiv a tio n . R ed u c tiv itv , and  S a tis fa c tio n  of W orkers (Boston:
H arvard U n iv e rs ity , 1958), p .  4 0 8 .
18I b i d . . p p .  4 0 8 -4 0 9 .
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s e tte rs  of th e  groups and  p o liced  th e  b eh av io r o f th e  in d iv id u a ls  so  th a t 
beh av io r w ould conform to  th a t a c c e p ta b le  to  th e  g ro u p . The reg u la rs  
w ere  peop le  "in  th e  know ;" th ey  knew how to  p lay  th e  gam e of g e ttin g  
a long  and ge tting  ahead  w h ile  "keeping th e ir  n o se s  c le a n "  a t th e  sam e 
tim e . The reg u la rs  se rv ed  a very u se fu l fu n c tio n  for th e ir  groups in  
keep ing  th e  o rgan iza tion  from making a to o .ra p id  a  c h a n g e . They 
a ls o  p ro tec ted  th e ir  members from too  much in te rfe re n c e  from m anage­
ment . A p rice  had  to  b e  paid  for th e  p ro tec tio n  o ffered  th e  in d iv id u a ls , 
th e  p rice  being conform ity to  group v a lu e s .
In  th e  above study i t  w as brought ou t th a t :
Som ething of . . . im m ediate co n ce rn  to  m anagem ent 
i s  th a t in  th e s e  tra n s a c tio n s  and e x ch a n g e s  of n o n -m ate ria l 
g o o d s , th e  w orkers are  th e  ch ie f d is p e n s e r s .  The w orkers 
and  not m anagem ent a re  d isp e n s in g  th e  pow erfu l rew ards 
and punishm ents th a t determ ine th e  p ro d u c tiv ity  and  S a t is ­
fac tio n  of i t s  m em bers. M em bership  or is o la t io n  i s  th e  
rew ard or punishm ent; conform ity o r nonconform ity i s  the  
c o s t  and th e  d ifference  be tw een  them  is  th e  p ro fit o r s a t i s ­
fa c tio n . And in  th is  exchange  of pow erfu l m o tiva tional 
g o o d s , m anagem ent's ro le  te n d s  to  be  o v e rs h a d o w e d .^
Although th e  above i llu s tra tio n  w as draw n from one s tu d y , o th er 
s tu d ie s  have show n th e  sam e g en era l p a tte rn . I t  c a n  be e x p ec te d  th a t 
m anagem en ts, in  g e n e ra l, a re  a ffec ted  by  th e s e  groups in  th e  sam e 
g e n e ra l w a y . A ttem pts have been  made by many m anagem ents to  m ake 
a v a ila b le  th e  m eans of sa tis fy in g  w o rk e rs ' n eed s  through  work a rra n g e ­
m en t, p a rtic ip a tio n , and  m onetary in c e n tiv e s .
I Q13O p . c i t .
'181
3 . N eed -S a tis fac tlo n  Arrangem ents
To u n ders tand  th e  im p lica tio n s for m anageria l d e c is io n s  in  
w orker n e e d -s a t is fa c tio n , i t  should  be rem em bered th a t th e  in d iv i­
d u a l 's  n eed s  a re  arranged in  a g en e ra l h ie ra rc h y . The b a s ic  su b s is te n c e  
n eed s  p lay  an  im portant ro le  in  th e  w orker-m anagem ent re la tio n sh ip . 
Through fa irly  s tead y  em ploym ent and good p a y , th e s e  n eed s  o f th e  
w orkers can  be s a t is f ie d .  But once th e s e  n eed s are  s a t is f ie d ,  th ey  
c e a s e  to  be  m otivators; h igher needs becom e im p o rtan t, and th e s e  la t te r  
n eed s canno t be sa t is f ie d  in  q u ite  th e  sam e w ay th a t  th e  more b a s ic  
n eed s are  s a t is f ie d .
M anagem ent may have been  s u c c e s s fu l  in  providing m eans of n e e d -  
s a t is fa c tio n  for th e  su b s is te n c e  n e e d s . H ow ever, th e  tra d itio n a l 
m otivators o f p a y , fringe b e n e f i ts ,  and good w orking co n d itio n s in  and 
by th em se lv e s  "w ill not m otivate th e  w orkers to  g ive  more th a n  minimum 
e f f o r t M a n a g e m e n t  may be le f t  w ith  o b so le te  to o ls  w h ich  a re  in su f­
f ic ie n t to  m otivate  w o rk e rs . The o ld  n eed s  for w h ich  th e  m otivational 
to o ls  of pay and fringe b e n efits  w ere u se d  no longer e x is t ,  or ra th e r , 
they  a re  unim portant need  s a t i s f ie r s .
M anagem ent cannot provide th e  w orkers w ith  f r ie n d s , s e lf -e s te e m  
and  re sp e c t by o ther w o rk e rs . C ond itions can  be c re a te d , how ever, to  
se rve  a s  v e h ic le s  through w hich  th e  w orkers may seek  s a t is fa c tio n  of
20I b i d . . p .  402
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some of th e  h igher n e e d s . M anagem ent finds th a t i t  i s  much more 
d iffic u lt to  provide means of sa t is fa c tio n  for some o f th e  h igher n e e d s . 
T ech n ica l o rg an iza tio n  w hich  i s  requ ired  for c e r ta in  p ro c e s s e s  may 
p rec lude  fa c e - to - fa c e  co n tac t among w o rk e rs . Some a ttem p ts  have 
b e en  m ade to  d irec t th e  w orkers efforts to  th e  com pany 's g o a l w h ile  
provid ing  th e  w orkers w ith  some m easure of n e e d - s a t is f a c t io n .
a .  W ork A rrangem ent—Sm all G roup. In  a b u s in e s s  o rg a n iz a tio n , 
many of th e  jo b s  and a c tiv it ie s  a re  common ones ta k e n  for g ran ted  by 
m anagem ent. At tim es m anagem ent m isse s  th e  s ig n if ic a n c e  th a t  th e s e  
jo b s  have for th e  wo rk e rs . To a g rea t e x te n t th e s e  a c t iv i t ie s  determ ine 
how a w orker fe e ls  about h is  work environm ent. I t  i s  g en era lly  a c c e p te d  
th a t  if  th e  w orker is  ab le  to  in teg ra te  h is  own s o c ia l  n eed s  in to  th e  jo b -  
a c tiv ity  he w ill  fe e l more sa t is f ie d  and w ill, ten d  to  support th e  o rg a n iz a ­
t io n .  A change in  th e  work stru c tu re  may le a v e  th e  w orker d isg ru n tle d , 
or i t  may help  him to  more c lea rly  se e  h is  p la c e  in  th e  w ork g roup .
The ex p erien ce  in  th e  G reat B ritian  c o a l m ines i l lu s t r a te s  how a 
change  may ad v erse ly  a ffec t th e  w o rk e rs . For many y e a rs  th e  c o a l w as 
m ined by sm all team s of m iners. G enera lly  th e re  w ere  th ree  peop le  per 
g roup— a c u tte r  w ith  h is  tw o a s s i s t a n t s .  T hese sm a ll g roups made 
s e p a ra te  co n tra c ts  to  work c e rta in  a r e a s .  The com plete  mining ta s k  
w a s  acco m p lish ed  by each  group . The members of th e  group w ere  
dependen t upon one ano ther for sa fe ty  and p roduction .
T echno log ica l ad v an ces made i t  more econom ical to  u se  th e  "longw all"
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m ethod w hereby a  lo n g er strip  w as mined a t  one tim e . W ork team s 
w ere  d iv ided  in to  s h i f t s .  There w ere 40 to  50 men w orking in  s h if ts .
One sh if t  w ould  b l a s t ,  ano ther w ould d islodge  th e  c o a l ,  and  a th ird  
sh if t  w ould f i l l  th e  c a rs  and  tran sp o rt th e  co a l to  th e  s u r f a c e . 
P sy c h o lo g ic a lly , tw o co n seq u en ces re su lte d  from th e  new arran g em en t. 
The la rg e r group w as sp read  out over a w id er a re a ,  m aking th e  s tru c ­
tu re  l e s s  a c c e s s ib le  to  th e  men who com prised th e  g ro u p . A lso , the  
prim ary f a c e - to - f a c e  group w as destroyed  w hose  m em bers depended  
on  one  ano ther for p roduction  and s a fe ty .
After th e  change  in  the  work a rrangem ent, th e  a c c id e n t ra te  in ­
c re a s e d  a s  d id  i l l  fe e lin g s  betw een  sh if ts  (one sh if t w ould  b lam e 
an o th e r for s a fe ty  h a z a rd s ) . T echno log ical in n o v atio n s o ffered  some 
im provem ent a t  th e  ex p en se  of the  p sy ch o lo g ica l environm ent of th e  jo b . 
D iff icu ltie s  a ro s e  o r som e of th e  n e e d -s a tis fa c tio n s  w en t la c k in g . "One 
w onders w hether i t  w ould not have been  p o ss ib le  w ith  more m ature co n ­
s id e ra tio n s  , to  in tro d u ce  a p lan  w hich  re ta in ed  th e  te c h n ic a l  ad v an tag es 
o f th e  new sy s tem  w ith o u t working so  in e ff ic ien tly  w ith  re s p e c t  to  th e  
m otive power of th e  in d iv id u a ls .
If m anagem ent w ould seek  to  m axim ize o p p o rtu n ities  for s o c ia l  
in te ra c tio n  a t w o rk , th e  o v e ra ll retu rn  to  th e  work may in c re a s e  by
21H a ire ,  o p .  c i t . ,  p .  40 .
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in c re a s in g  th e  w orker^ m orale and  p e rsp ec tiv e  of h is  jo b ,  and  re tu rn  
som e b e n e fits  to  m anagem ent at th e  sam e tim e .
In a  u til i ty  com pany, there  w ere  approx im ate ly  100 g ir ls  so rting  
b i l ls  a s  th ey  cam e in  from th e  se rv ice  lin e ; a l l  g ir ls  w ere  w orking in  
one la rg e  room . This type  of work i s  c o n sid e red  te d io u s  and  e x a c tin g . 
The com pany ex p erien ced  problem s of a b se n te e ism , tu rn o v er, and  m is­
t a k e s .  In  co n ju n c tio n  w ith  a lte ra tio n s  in  ano ther pa rt of th e  b u ild in g , 
th e  lay o u t of th e  so rtin g  room w as changed  and  th e  room w as su bd iv ided  
in to  te n  room s. The na tu re  of th e  work w as th e  sa m e , but now th ere  
w ere  only te n  g ir ls  to  a  g roup . After th e  change in  work arrangem ent 
w a s  m ade, a l l  of th e  aforem entioned  problem s w ere re d u c e d .
The groups w ere  now sm all enough so th a t  a  p e rso n  cou ld  se e  
h e rs e lf  a s  a n  in d iv id u a l and a s  a member of a  g ro u p . In  th e  la rg e r 
group (100 w orkers) i t  w as more d iffic u lt for a  g irl to  id en tify  w ith  a 
g ro u p . U nder th e  new arrangem en t, th e  need  for a s s o c ia t io n  and a f f i l ia ­
t io n  w as b e tte r  s a t is f ie d .
b .  Job E nlargem ent. D iv ision  of work and s p e c ia liz a tio n  of 
e ffo rt have  b roken  som e jo b s  down to  th e  e x te n t th a t  w orkers may p e r­
form only a sm a ll e lem en t of the  t a s k .  I t i s  fe lt  by som e th a t  narrow 
s p e c ia liz a tio n  h a s  c re a te d  d is s a tis fa c tio n  among w o rk e rs . G u e s t s a id  
th a t  th e  p roduction  en g in eers  have fac to red  ou t a l l  th a t  m ight be  of rea l 
p e rso n a l v a lu e  to  th e  w orker. L ess s k i l l ,  l e s s  s e n s e  of a ch iev e m e n t,
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an d  l e s s  opportun ity  for advancem ent have a ttr ib u te d  to o v e rs p e c ia l iz a ­
t i o n .22
There is  ev id en ce  th a t  sp e c ia liz a tio n  does n o t n e c e s s a r ily  le a d  
to  job  d is s a t is f a c t io n .  M acK inney, e t .  a l .  have p re se n te d  re se a rc h  
find ings th a t  support th is  v ie w .22 Turner and N ic le tte  report th a t  in  a 
B ritish  e le c tro n ic s  firm , d is s a tis fa c tio n  of th e  job due to  m onotony and 
la c k  of in te r e s t  w as no t e v id e n t. The w orkers in  th is  firm fe lt l ik e  th e  
product an d  job  w ere  in te re s tin g . Only 20 per cen t repo rted  th a t  th e  job 
w a s  b o r in g .2^
G ardner and M oore s ta te  th a t o v e rsp e c ia liz a tio n  may re s u lt  in  th e  
w orkers fee lin g  th a t th e ir  work is  not im portant to  th e  com pany; th a t  
.. m anagem ent h ired  them  for th e ir  hands and  fe e t ,  to  o p era te  equipm ent 
and  not for th e ir  b ra in s .  In  su ch  s itu a tio n s  th e  w orkers may lo s e  "the  
lo g ic  of th e  l i n e . " '  A ccording to  G ardner, "A man w ill  feel part o f an  
o rg a n iz a tio n  to  th e  e x ten t th a t he can  se e  th a t h is p a rtic u la r  w ork 
a c tiv ity  i s  an  in te g ra l part of th e  ac tiv ity  of h is d ep artm en t, and  to
22Robert H . G u est, "Men and M achines: An A ssem bly-Line  
Worker Looks at His Job," P ersonnel. Vol. 3 1 , N o. 6 , M ay, 1955 \  
p p . 4 9 6 -5 0 3 .
23A . C . M acK inney, e t .  a l . , "H as S p ec ia liza tio n  R educed Job 
S a t is fa c tio n ? "  P e rso n n e l. V ol. 39 , N o. 1 , January -F eb ruary , 1962, 
p p . 8 -1 7 .
2^A. N . Turner and A . L . N ic le tte , "Sources of S a tis fa c tio n  in  
R ep e titiv e  W o rk ," O ccu p a tio n a l P sycho logy . Vol. 3 6 , N o. 4 , O c to b e r, 
1962 , p p . 2 1 5 -2 3 1 .
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th e  e x te n t, a ls o  th a t he fe e ls  th a t h is  work is  im portant to  the  s u c c e s s  
or fa ilu re  of th e  o rg an iz a tio n .
Katz fe e ls  th a t m echan iza tion  h as  underm ined job  s a tis fa c tio n  
b e c a u se  th e  s k i l l  le v e l  of th e  jo b s i s  low ered; a  reduction  in  v a rie ty  
le a v e s  th e  w orker w ith  a  minimum of d e c is io n s  to  m ake. In  ad d itio n , 
the  w orkers a re  dep rived  in  a work s itu a tio n  th a t le s s e n s  th e ir  p e rso n a l 
invo lvem en t. Katz a ls o  fe e ls  th a t  th e  v a lu e s  of c ra ftsm an sh ip , c re a ­
t iv i ty ,  and  in it ia t io n  s t i l l  e x is ts  and th a t th e  Am erican W orkers p refe r 
jo b s  w ith  more s k i l ls  and  w ider r e s p o n s ib i l i t i e s .^
Job en largem en t s e e k s  to  in c re a se  th e  scope  o f work a s s ig n e d —to  
in c lu d e  a  w id e r segm ent of th e  p ro cess  or a v a rie ty  of a c t i v i t i e s . ^
The I .B .M . Com pany w as one of th e  f irs t  com panies to  u tiliz e  
th e  job  en largem ent id e a .  In  1943, M r. Thomas J .  W a tso n , th en  
p re s id e n t of I .B .M . ,  saw  a w orker stand ing  id le  b e s id e  her m achine 
w aiting  for an  a d ju s te r  to  come by and a d ju s t th e  m ach ine . M r. W atso n  
a llow ed  th e  w orker to  m ake th e  ad ju s tm en t. From th is  sim ple beg inn ing
I .B .M . h as  en la rg ed  many of th e  m achine jo b s .  W orkers lea rn  to  o p era te  
se v e ra l m a c h in e s , re a d  b lu e p r in ts , and in sp e c t fin ish ed  w ork . I t is  fe lt
25B urleigh B. G ardner and  D avid G . M oore, Human R ela tions in  
In d u s try , 3rd e d .  (Hom ewood, I l lin o is :  R ichard D . Irw in , I n c . ,  1955), 
p .  389 .
26d . K a tz , "S a tis fa c tio n  and D ep riva tions in  In d u stria l L ife ,"  
in  A . K ornhauser, e t .  a l .  ( e d s . ) ,  In d u s tr ia l C o n flic t (New York: M cG raw - 
H ill Book C om pany, I n c . ,  1954), p p . 8 6 -1 0 6 .
27 C e c il E . G o o d e , "G reater P roductiv ity  Through O rgan iza tion  
of W o rk ,"  P e rso n n e l A dm in istra tion . T anuarv-February , 1964, p .  34 .
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th a t th e  w orker w elcom es v a rie ty  by sw itch ing  from one m achine to  
an o th e r. I .B .M . e s tim a te s  job  ro ta tio n  and  enlargem ent in c re a sed  
th e  sco p e  and  v a rie ty  of a lm o st a l l  7 ,5 0 0  m achining and  assem bly  jobs 
in  i ts  four U .S . fa c to r ie s .  At I .B .M . ,  "W orkers find  th e ir  en larged  
jo b s  le s s  m onotonous, l e s s  fa tigu ing ; th ey  are a b se n t le s s  o ften , do 
l e s s  com p lain ing , make few er m is ta k e s . "28
In D etro it E d iso n 's  b illin g  d ep artm en t, th e  b illin g  m achine 
o p e ra to r 's  job  w as en la rg ed  to  check  th e  p rin ted  b i l ls ;  a  ta s k  th a t had 
form erly b een  done by s e p a ra te -c h e c k e rs . After th e  ch an g e , morale w ent 
u p , and overtim e w as reduced  by 50 per c e n t .  D ouglas E llio tt of D etro it 
E dison su rveyed  122 o th er e le c tr ic  u til i ty  co m p an ie s . "On the  a v e ra g e , 
b illin g  c o s ts  p e r custom er w ere  h ig h er in  th e  b illin g  departm ents w ith 
th e  m ost s p e c ia liz a t io n , lo w e st in  th o se  w ith  th e  l e a s t . "29 C ost d if­
fe ren ces  b e tw een  th e  h igh  and  low  s p e c ia liz a tio n  groups w ere a s  high 
a s  40 per c e n t .
A lthough some jo b s  do not len d  th em se lv e s  to  restruc tu ring  as
i
e a s ily  a s  o th e rs , some firm s have  found th a t g rea te r p roductiv ity  could 
re s u lt  if  th e  jo b s  w ere rea rran g ed  to  in c re a s e  w orker s a t is fa c tio n . In 
res tru c tu rin g  jo b s  to  in c re a s e  to  th e  maximum th e  a b ility  of w orkers to  
ach iev e  g o a ls  w hich  a re  m eaningful to  th e  jo b ,  i t  h as been  su g g ested
2 8 "Broadening th e  J o b ,"  T im e, April 12, 1954, p . 100 
^ L o c .  p i t .
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th a t th e  w orker shou ld  have  som e deg ree  of con tro l over th e  w ay th e  
job is  done . It h a s  b een  found th a t in  so  d o in g , th e  w orker a tta in s  a 
se n se  of ach ievem ent and p e rso n a l g ro w th .30
In  com plex o rg an iza tio n s te c h n o lo g y , work flow , and o rg an iz a ­
tio n a l re la tio n sh ip s  ten d  to  s e t  th e  p a tte rn  o f  hum an re la tio n s  w hich  is  
o b se rv ed . If an  attem pt i s  m ade to  change th e  p a tte rn  of hum an r e la ­
tio n s  w ithout changing th e  fo rces th a t  have  c re a te d  i t ,  not much p rog ress 
can  be m ade. Even if som e of th e  env ironm enta l fac to rs  canno t be 
ch an g ed , i f  th e s e  fo rces are  u n d e rs to o d , th e  m anager may be  b e tte r  
ab le  to  ad ju s t th e  problem s th ey  c re a te .^  1
W hether m anagem ent ch an g es  th e  work p ro c e ss  to  in c lu d e  job 
enlargem ent or rea rran g es  th e  w ork to  allow  for more f a c e - to - fa c e  
re la tio n sh ip s , "The f irs t  requirem entsof-feffective work o rg an iza tio n  
i s ,  th e re fo re , th a t  it  make th e  group and i ts  s o c ia l  c o h es io n  se rve
on
perform ance in  th e  jo b . * D rucker s ta te s  th a t  to  carry  th is  o u t, th ere  
is  a need  for a jo b  for th e  group to  d o —a s  a  group team  effo rt a s  a 
d e fin ite  s ta g e  in  th e  p ro c e s s .  The group n eed s to  be  a  t r u e ,  c o h es iv e  
g roup , to  be  ab le  to  work a s  a  c o h e s iv e  so c ia l  u n it .  M anagem ent can
30Frederick  H erzberg , e t. a l . ,  The M otivation  to  W ork , 2nd e d . 
(New York: John W iley  and S o n s , I n c . ,  1959), p .  132.
31W illiam  Foote W h y te , M an and O rgan iza tion  (Homewood 
I llin o is : R ichard D . Irw in C om pany, 1959), p .  27 .
32peter F . D rucker, The P ra c tic e  of M anagem ent (New York:
H arper & B ro thers, P u b lish e rs , 1954), p .  298 .
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not a lw ays organ ize  th e  job  around th e  w o rk e rs . O rganizing  men for 
w ork m eans putting them  w here  th ey  w ill  do th e  b e s t ,  th e re fo re , p la c e ­
ment shou ld  rank high in  a ss ig n in g  w orkers to  jo b s  in  w h ich  th ey  can 
se rv e  th e  g o a ls  of m anagem ent, w h ile  a t th e  sam e tim e s a tis fy  th e ir  own 
n e e d s .
c .  C onsider Group P ra c t ic e . If p o s s ib le ,  m anagem ent could  
c o n s id e r  harm onizing th e  s o c ia l  groups and  th e  form al o rg an iza tio n .
It may be  th a t a fte r  in v e s tig a tin g  som e group p r a c t ic e s , m anagem ent 
w ill  w an t to  adopt th e  p ra c tic e s  of th e  g roup . In  a plum bing equipm ent 
com pany , th e  s a le s  departm en t w as requ ired  to  re fe r a l l  com plain ts abou t 
p roduct d e s ig n  to  th e  eng ineering  m anager. The eng ineering  m anager 
th en  ta lk e d  w ith  the  custom ers to  find out th e  sp e c if ic  d iff ic u lty . The 
s a le s  m anager w as not s a t is f ie d  b e c a u se  of tro u b le  invo lved  in  getting  
minor changes he fe lt w as  n e c e s sa ry  to  overcom e custom er com plain t.
The s a le s  m anager began  ob ta in in g  a l l  th e  in form ation  on w hat 
th e  custom ers w a n ted . An en g in ee r w as th en  a s s ig n e d  to  in v e s tig a te  
th e  prob lem . Salesm en  and th e  s a le s  m anager ta lk e d  w ith  th e  eng ineer 
w ho b eg an  to  re ly  h eav ily  on th e  sa le sm e n  for custom er d a ta .  U nder th e  
p ra c tic e  th a t d ev e lo p ed , sa le sm e n  cou ld  report d irec tly  to  th e  eng ineer 
on troublesom e a re a s ; th e n  th e  s a le s m e n , s a le s  m anager, and eng ineer 
w ould  m eet to  d is c u s s  th e  prob lem .
As th e  s a le s  departm ent b eg an  to  ta k e  a  more a c tiv e  part in  c u s ­
tom er co m p la in ts , th e  V ice -P re s id en t of R esearch  and Engineering
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p ro tes te d  to  th e  p res id en t th a t  th e  s a le s  departm ent w as tak in g  up too 
much of e n g in e e rin g 's  tim e and  in te rru p ted  sc h e d u lin g . The p res id en t 
in v e s tig a te d , dec id ed  th a t p roduct developm ent w as being  im proved by 
th e  ro le  o f the  sa le sm e n , and  had  th e  job  d e sc rip tio n  of sa lesm en  
changed  and inc luded  new d u tie s  for th e  s a le s  m anager to  conform to  
th e  a lready  e s ta b lis h e d  p ra c t ic e .  A fte rw ards , th e  V ice-P res id en t of 
R esearch  and Engineering fe l t  th e  new o rg an iza tio n  w as b e s t . 33
It may not a lw ays be th e  b e s t  so lu tio n  to  adopt th e  group p rac ­
t i c e .  M anagem ent c an  be a le r t  for th e  p o ss ib il i ty  th a t  beh av io r of groups 
may be for th e  benefit of th e  com pany and in c lu d e  th e s e  p ra c tic e s  in  th e  
form al o rg an iza tio n .
The' m ake-up of th e  in -p la n t  environm ent is  of concern  to  m anage­
m ent. More and m ore, m anagers a re  becom ing concerned  w ith  the  needs 
of in d iv id u a ls  and th e  w ays in  w h ich  th e y  c a n  be s a t is f ie d  on th e  jo b . 
Ross and Z ander found th a t th e  d eg ree  to  w hich  a w orker can  sa tis fy  
c e rta in  needs on the  job  h a s  a  d ire c t re la tio n sh ip  to  h is  continuing  to  
work for th e  c o m p a n y .^
Only a few p o ss ib le  w a y s  by w h ich  m anagem ent c a n  m ake a v a i l­
ab le  to  w orkers for n e e d -s a t is fa c tio n  have  b e e n  m en tioned . Scott fe e ls
O O
Newman and Sum m er, lo c .  c i t . . pp . 146 -147 .
3^Ian C . Ross and  A lvin Z an d e r, "N eed S a tis fa c tio n  and Employee 
T urnover."  P ersonnel P sy ch o lo g y . V ol. 10, N o . 3 , Autumn 1957, 
p p . 32 7 -3 3 8 .
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th a t a  pe rson  w ill not be a b le  to  m ake a maximum ex ertio n  u n le ss  he is  
moved by th e  sim ultaneous a p p lic a tio n  o f se v e ra l m o tiv e s .35 as 
m anagers le a rn  more about hum an beh av io r w ith  i t s  accom panying 
n e e d s ,  th e  in -p la n t environm ent w ill  perhaps be of more im portance 
to  m anagers in  th e ir  d e c is io n s . This may requ ire  a  d iffe ren t w ay of 
th ink ing  on th e  p a rt of m anagem ent.
4 . T heo re tica l Approach to  M otivation
It h a s  been  m entioned th a t  w ith in  th e  b u s in e s s  e n te rp r is e , 
in d iv id u a ls  and groups se e k  to  s a t is fy  c e r ta in  n e e d s . Some of th e s e  
n eed s th a t may be s a t is f ie d  on th e  jo b  a re  s o c ia l n e e d s , e_ .£ ., 
a ff ilia tio n  n e e d , and  s e lf -a c tu a liz a t io n  n e e d s , t  opportunity  for 
grow th and becom ing w hat one i s  c ap a b le  of becom ing . It h a s  a lso  
been  m entioned th a t  in  seek in g  to  s a t is fy  th e s e  n e e d s , w orkers may 
ten d  to  d isregard  th e  en te rp rise  g o a l.  The environm ent c rea ted  by the  
la t te r  a c tio n s  are c o n sid e red  in im ica l to  th e  in te re s t  of th e  firm and 
m anagem ent w ish e s  to  m otivate  th e  w orkers tow ard  th e  company g o a ls .
In te re s t  h as  b een  c re a te d  by M cG regor's Theory Y a s  one approach 
to  th e  problem . The b a s is  for M cG regor's  Theory Y is  th e  in teg ra tio n  
of in d iv id u a l and o rg an iz a tio n a l g o a ls .  To a c c e p t th e  th e o ry , m anagers
35-walter D ill S c o tt, In c reas in g  Human E ffic iency  in  B usiness 
(New York: The M acm illan  C om pany, 1923), p .  352 .
36D ouglas M cG regor, The Human Side of E n terp rise  (M cG raw - 
H ill Book C om pany, I n c . ,  1960),
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have to a c c e p t a s e t  of a ssu m p tio n s  abou t m otivation  and  human 
b eh av io r. T hese a ssu m p tio n s  are :
1. The expend itu re  o f p h y s ic a l and  m ental effort in  work 
is  a s  n a tu ra l a s  p lay  o r r e s t .
2 . External co n tro l and  th e  th re a t of punishm ent a re  not 
the  only m eans for b ring ing  about effort tow ard 
o rg an iza tio n a l o b je c tiv e s .  M an w ill  e x e rc is e  s e l f -  
d irec tio n  and  s e lf -c o n tro l  in  th e  se rv ic e s  of th e  o b je c ­
tiv e s  to  w hich  he i s  com m itted .
3 . Com mittm ent to  o b je c tiv e s  i s  a function  of th e  rew ards 
a s s o c ia te d  w ith  th e ir  a c h ie v e m e n t .. . .
4 . The av erag e  hum an be ing  le a r n s , under proper c o n d itio n s , 
not only to  a c c e p t bu t to  se ek  r e s p o n s ib i l i ty . . . .
5 . The c a p a c ity  to  e x e rc is e  a  re la tiv e ly  h igh  degree  of 
im ag in a tio n , in g e n u ity , and  c re a tiv ity  in  th e  so lu tio n  
of o rg a n iz a tio n a l problem s is  w id e ly , not narrow ly , 
d is tr ib u ted  in  th e  p o p u la tio n .
6 . U nder th e  co n d itio n s  o f m odern in d u s tr ia l l i f e ,  the  
in te l le c tu a l  p o te n t ia l i t ie s  of th e  av erag e  hum an being 
are only p a rtia lly  u til iz e d  e37
U nder Theory Y, m anagem ent a ssu m es new a tti tu d e s  about in d i­
v idua ls  in  the work fo rc e , and  a new environm ent i s  c rea ted  a s  th e  
p rin c ip le  of in te g ra tio n  is  a c c e p te d  and  a p p lie d . This p rinc ip le  holds 
th a t  cond itions are  su ch  th a t  th e  in d iv id u a ls  in  th e  o rgan iza tion  can  
rea ch  th e ir  g o a ls  b e s t  by d irec tin g  th e ir  en e rg ies  tow ard  th e  goa l of 
th e  com pany. Both th e  o rg a n iz a tio n ’s n eed s  and th e  needs of the  
in d iv id u a ls  are  reco g n ized  under th e  p rin c ip le  of in te g ra tio n .
P erfec t in te g ra tio n  of th e  in d iv id u a l 's  n eed s and goa ls and 
o rg an iza tio n a l requ irem en ts i s  no t a  r e a l is t ic  o b jec tiv e  under th e
37I b i d . . p p . 4 7 -4 8 .
193
in teg ra tio n  p r in c ip le . The p rin c ip le  s ta te s  th a t th e  in d iv id u a l can  reach
his goa ls  b e s t  if  h is  e n e rg ie s  a re  d irec te d  tow ard  th e  g o a l of th e  com pany .
The term  " b e s t"  m eans th a t " th is  a lte rn a tiv e  w ill  be more a ttra c tiv e  th a n
38the  many o thers a v a ila b le  to  h im . . . . "  I t  is  ex p ec ted  th a t th e  w orker 
w ill  be  encouraged  to  fu lf ill h is  grow th n eed s; develop ing  and  vo lun ­
ta rily  using h is  s k i l ls  to  co n trib u te  to  th e  s u c c e s s  of th e  com pany.
M cGregor s ta te s  th a t th e  a ssu m p tio n s  under Theory Y have not 
been  v a lid a te d  a s  f in a l ,  but th a t  he does b e lie v e  them  to  re p re s e n t,  
and  are  more c o n s is te n t w ith , w hat is  known in  th e  so c ia l  sc ie n c e s  
about human b e h a v io r . It i s  ex p ec ted  th a t th e  assu m p tio n s w ill be  
t r ie d ,  m odified , and  re fin ed  a s  re se a rc h  a c c u m u la te s . Theory Y i s  an  
in v ita tio n  in  innovation ; an  in n o v atio n  th a t  can  have a far reach ing  
im pact on th e  in te rn a l environm ent of a  b u s in e s s  e n te rp rise  a s  in d i­
v id u a ls  seek  to  s a t is fy  n eed s  on th e  jo b .
B. E x ternal Environm ent and M arketing D ec is io n s
Not only  i s  th e  s o c ia l  and  c u ltu ra l environm ent w ith in  th e  p lan t 
im portant for m anageria l d e c is io n s ; e x te rn a l so c io lo g ic a l,-p sy c h o lo g ic a l, 
and cu ltu ra l fac to rs  of th e  environm ent a re  a lso  im portan t. This i s  e s ­
p e c ia lly  true  for m arketing d e c is io n s . C h ap te r IV d e a lt in  part w ith  th e  
a ttitu d e  of th e  consum ers a s  a ffec tin g  m anageria l d e c is io n s . The
38I b i d . , p .  55
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em phasis th e re  w a s  upon g e n e ra l a tt i tu d e s  of th e  consum ing p u b lic .
This s e c tio n  sh a ll  be  co n cern ed  w ith  some a sp e c ts  of p sy ch o lo g y , 
so c io lo g y , and  an th ropo logy  a s  th ey  re la te  to  th e  behav io r of co n ­
sum ers and som e im p lica tio n s  for m arketing m anagem ent.
1. U nderstand ing  th e  P sycho logy  o f C onsum er Behavior
In  try in g  to  determ ine  why consum ers buy a s  they  d o , many 
m anagem ents have  tu rn ed  to  p sy c h o lo g is ts  for h e lp . Consum er m otiva­
t io n  h a s  b e e n  s tu d ied  to  a  co n s id e ra b le  ex ten t by p sy c h o lo g is ts  and 
o ther b eh av io ra l s c i e n t i s t s .  The p sy c h o lo g is ts  have  not b een  in  com ­
p le te  ag reem ent in  a p p ro a ch . At le a s t  th ree  m ajor app roaches to  c o n ­
sum er m otivation  are  be ing  fo llow ed by p s y c h o lo g is t s .^
The lab o ra to ry  p sy c h o lo g is ts  ta k e  a  p h y sio lo g ica l app roach  in  
th a t  th ey  fe e l  l ik e  th e  b io lo g ic a l d rives are  th e  m ain in flu e n ce s  in  
consum er m otiva tion  and  b e h a v io r . A second  approach s t r e s s e s  c e r ta in  
p sy c h o lo g ic a l fac to rs  in  m o tiva tion  w h ile  tend ing  to  p lace  l i t t le  em p h asis  
on th e  b io lo g ic a l d r iv e s . The th ird  approach  fo llow s th e  G e s ta lt  p sy c h o ­
lo g is ts  a s  re p re se n te d  by KurtLewlihstwid h is  fo llo w ers . The G e s ta lt  
approach  is  though t to  pe rhaps have  th e  g re a te s t s ig n if ic an c e  for 
m arketers in  study ing  consum er m o t i v e s . 40 The G e s ta lt  approach  is
^ W i l l i a m  L azer and Eugene J .  K elley , " In te rd isc ip lin a ry  H orizons 
in  M ark e tin g , 11 Tournal of M a rk e tin g , Vol. 25 , N o. 1 , O c to b er, 1960, 
p p . 2 4 -3 0 .
40I b i d . ,  p .
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e s s e n tia l ly  a so c io -p sy c h o lo g ic a l approach  in  th a t environm ental 
fac to rs a re  som e of th e  determ iners of m otivation . The im m ediate 
environm ent of w h ich  a n  in d iv id u a l i s  p a r t , p lu s h is inheren t d r iv e s ,  
c o n s titu te  th e  m ain de te rm inan ts of a  p e rso n 's  m otivations and  b e h a v io r .
T hese  th re e  ap p ro ach es in d ic a te  a  v a rie ty  of th eo rie s  of u n d e r­
standing  hum an b e h a v io r . O ne m ain problem a rea  to  be  so lv ed  by th e  
re se a rc h e rs  is  e v a lu a tin g  an d  reconciling  the  various co n cep ts  and  
th e o re tic a l e x p la n a tio n s  so th a t  m arketing m anagem ent may more fu lly  
un ders tand  th e  m o tiva tions o f co n su m ers. Lazer and K elley , a b o v e , 
s ta te  th a t "The a ttem p t to  in te g ra te  num erous, and o ften  c o n flic tin g , 
ex p lan a tio n s  of b eh av o ria l s c ie n t is t s  in to  a p rac tic ab le  so lu tio n  c a n  
becom e a h igh ly  perp lex ing  ex p erien ce  „"
M cC arthy s ta te s  th a t th e re  i s  no o b jec tiv e  way to  m easure th e  
re s u lts  of a  m o tiv a tio n a l su rv e y , and  s in c e  th e re  are  39 d ifferen t 
p sy c h o lo g ic a l sc h o o ls  of though t on human b eh av io r, more c o m p lica ­
t io n s  are a d d e d .41
C onsum er a tt i tu d e s  and  behav io r a re  im portant in  so lv ing  a d v e r­
t is in g  and m arketing  p ro b lem s. M otivation  re sea rch  h as grown a t a  
g rea t p ace  in  an  effo rt to  o ffer th e  m arketer some so lu tio n s , bu t i t  i s
42
contended  th a t  p sy c h o lo g ic a l and so c io lo g ica l fac to rs are  o ften  ig n o red .
41E . Jerom e M cC arthy . B asic  M arketing (Homewood# I l l in o is :  
Richard Do Irw in , I n c . ,  1960), p . 202 .
42W a lte r  A . W o o d s, "P sy ch o lo g ica l D im ensions of C onsum er 
D e c is io n ,"  jo u rn a l of M ark e tin g . V ol. 2 4 , N o. 3 , Jan u ary , 1960, p p . 
1 5 -1 9 .
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One re a so n  for th is  is  th a t th e  d ifference  be tw een  m otivation  re se a rc h  
and p sy c h o lo g ic a l re se a rc h  is  not rec o g n ize d . A ccording to  W o o d s , 
th e re  a re  tw o d is t in c t  p ro c e sse s  w hich  determ ine w hat p a rtic u la r  
p roduct w il l  be bought o r consum ed . One p ro cess  is  m o tiv a tio n . To 
u se  a s im p lified  ex am p le , one e a ts  b e c a u se  he is  hungry , he i s  b o red , 
or he n e ed s  an o u tle t  fo r some p sy ch o lo g ica l fo rce . W hat a  p e rso n  
e a ts  i s  c o n s id e re d  to  b e  o u ts id e  th is  realm  of m otiva tion .
The se co n d  p ro c e ss  i s  the  p ro c e ss  of d isc rim in a tio n — a p e rso n  
s e le c ts  c e r ta in  k in d s o r brands of food to  sa tis fy  th e  h u n g e r. C o n sid e r 
th e  food a s  a c e re a l .  A person  may e a t c e re a l a t  b rea k fas t b e c a u se  he 
h as  a lw ay s e a te n  i t  a t  b reak fas t (habit); th e  c e re a l box in  view  a s  
b re a k fa s t w as c o n s id e re d  (im pulse); o r b e ca u se  everyone e ls e  w as 
having  c e re a l  ( s o c ia l) .  There a re  se v e ra l p o s s ib il i t ie s  a s  to  why the  
p a rtic u la r  brand  or cerefcl w as s e le c te d  a t th e  s to r e . The p a rtic u la r  
brand i s  a lw ays au to m atica lly  s e le c te d  (habit); perhaps th a t  brand is  
c o n s id e re d  b e s t (cogn itive); or th e  brands of the  "big" m anufacturers 
w as p refe rred  (m otivation); or perhaps a ch ild  req u e s te d  th a t  p a rtic u la r  
p ro d u c t.
W h ile  a ll  consum er behav io r is  m o tivated , a c tu a l c h o ic e s  made 
may depend  upon many o ther p sy ch o lo g ica l v a r ia b le s . A lthough m otiva­
tio n  u n d e rlie s  a l l  consum er b eh av io r, i t  o ften  p lay s a seco n d ary  ro le  in  
a c tu a l  consum er c h o ic e . W oods e x p la in s  consum er ch o ice  in  th e  fo llow ­
ing  w ay:
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Two s e ts  of fac to rs  determ ine the  c h o ic e s  w h ich  are  
m ade: p e rso n a lity  of th e  p u rch a se r, and c h a ra c te r  of th e  
p ro d u c t. There a re  th u s  two s e ts  of v a ria b le s :
1 . C onsum er v a r ia b le s , th e  d iffe ren ces among c o n ­
sum ers in  th e ir  h a b its ,  cogn itive  s tru c tu re , and  
m otives w hich  cau se  them  to  behave  d iffe ren tly  in  
pu rchase  s i tu a tio n s .
2 . D ifferences among products in  'dem and c h a ra c te r ' 
w hich  c a u se  consum ers to  becom e more e g o -in v o lv ed  
w ith  som e products th an  w ith  o th e r s .43
W oods s ta te s  th a t  product v a riab le s  have  no t b een  s tu d ie d  a s
much a s  consum er v a ria b le s  and le s s  is  known about them ; h o w ev er,
i t  i s  p o s s ib le  to  d e sc rib e  th e  product v a ria b le s  in  fa irly  c le a r  te rm s .
The dem and for ego -invo lvem en t of sym bols w hich  a  p roduct co n v ey s
c a n  be  c la s s if ie d  in to  p re s tig e  p ro d u c ts , m aturity  p ro d u c ts , s ta tu s
p ro d u c ts , and  anx ie ty  p ro d u c ts . The p res tig e  products conno te
le a d e r s h ip ;— su ch  a s  a u to m o b ile s , hom es, fu rn itu re , and  a rt o b je c ts .
M aturity  p roducts  rep re se n t th o se  products w ithhe ld  from younger p e o p le 1
b e c a u se  of s o c ia l  custom s; inc luded  here  are  c o s m e tic s , l iq u o r , and
to b a c c o . S ta tu s  p roducts connote m em bership— consum ers s e le c t  th e s e
b e c a u se  th e y  b e lie v e  th ey  im pute su c c e s s  and s u b s ta n c e . A nxiety
p ro d u cts  a re  th o se  in ten d ed  to  p ro tec t in d iv id u a ls  from som e a lle g e d
p e rso n a l o r s o c ia l th re a t .  Item s in  th is  ca tego ry  in c lu d e , bu t a re  not
lim ited  t o ,  s o a p s ,  r a z o rs , and  d e n tr if ic e s . T hese p roducts invo lve  e g o -
d e fe n s e , w h ereas th e  p reced ing  c la s s if ic a tio n s  invo lve  e g o -e n h a n c e m e n t.
43I b i d . ,  p
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In  ad d itio n  to  th e  ego-invo lvem en t dem and for a  p ro d u c t, th e re  
i s  a  dem and for hedonic  p roducts or product fe a tu re s . T hese p roducts  
a re  h igh ly  dependen t upon th e ir  senso ry  c h a ra c te r  for th e ir  a p p e a l.
In  a d d itio n  to  th e  senso ry  c h a ra c te r , th e  ap p ea l of th e s e  p roducts is  
bo th  im m ediate  and  s i tu a t io n a l . Included  in  th is  ca teg o ry  a re  c e r ta in  
sn a ck  i te m s , som e ty p es  of c lo th in g , and p re -sw e e te n e d  c e r e a ls .
V isua l fe a tu re s  of p roducts fa ll  in to  th is  c a te g o ry , inc lud ing  co lo r 
and  d e s ig n .
A nother c la s s  of p roducts are fu n c tio n a l p ro d u c ts . In c lu d ed  in  
th is  c a teg o ry  a re  s ta p le  fo o d s , fru its  and v e g e ta b le s , and  bu ild ing  
p ro d u c ts . . As y e t ,  l i t t le  s o c ia l or cu ltu ra l m eaning h as  b een  im puted 
to  th e s e  p ro d u c ts .
There a re  im portan t im p lica tio n s for com petitive  m arketing in  
th e  d iffe ren c e s  b e tw een  th e  foregoing c la s s e s  of p ro d u c ts . If  m anage­
ment c a n  develop  a h igh eg o -in v o lv em en t, a  firm c a n  w in  a h igh  deg ree  
of in te re s t  on th e  b a s is  of product im ag e . As a r e s u l t ,  h igh  s u s c e p ­
t ib i l i ty  to  o th er b rands and a  le s s  "hab it bound" au d ien ce  d e v e lo p s .
In  su c h  s i tu a t io n s ,  "M arketing su c c e s s  h in g es h eav ily  on m otiva tional 
s e l l in g ."  If ego -invo lvem en t i s  lo w , lo y a lty  to  o n e 's  brand  m ust be 
a c h ie v e d  d iffe re n tly . Product id en tity  and fam ilia rity  becom e much 
more im portan t th an  product im ag e . After lo y a lty  is  e s ta b l is h e d ,  th e re  
i s  l e s s  th re a t from o ther b rands th an  th e re  is  in  eg o -in v o lv em en t p ro d u c ts . 
O ne b rand  lo y a lty  has been  d ev e lo p ed , i t  w il l  be c o s tly  for an o th e r
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com pany to  ach iev e  loyalty  for i ts  b rand  s in c e  th e  o th e r brand  m ust u se  
co g n itiv e  a p p e a ls  to  ge t through to  a h ab it-b o u n d  a u d ie n c e . C o n se ­
q u e n tly , for a p roduct th a t h a s  a  fu n c tio n a l o r hedon ic  dem and , le a d  
tim e  becom es very  im portan t.
Product v a ria b le s  and consum er v a ria b le s  re p re se n t tw o s e ts  of 
v a r ia b le s .  Y et, th ey  are in te r re la te d . Im p u ls iv ity , a s  a p e rso n a lity  
c h a r a c te r is t ic ,  g iv es  r ise  to  g rea te r su s c e p tib il i ty  to  p roducts w ith  
h ed o n ic  a p p e a ls . S im ila rly , p roducts w ith  s ta tu s  c o n n o ta tio n s  w ill  
be  a s s o c ia te d  w ith  so c ia l n e e d s . H ow ever, i t  i s  n e c e s s a ry  to  m ake a 
tru e  d iffe ren tia tio n  in  order to  d is tin g u ish  m arket o r consum er seg m en ta ­
t io n  and  product d e sc r ip tio n . A study  'of consum er v a ria b le s  h e lp s  in  
defin ing  m arkets in  term s of consum er n e e d s , and  a  stu d y  of p roduct 
v a ria b le s  a id s  in  defin ing  product concep t and  p roduct a t t r ib u te s .
Both a re  n e c e ssa ry  to  develop  a p roduct p h ilo so p h y .
In  th e  exam ple of hedonic  p ro d u c ts , i t  w as  m en tioned  th a t  s ty le  
and  co lo r w ere  c h a ra c te r is tic  of v isu a l f e a tu re s .  As s e lf - s e rv ic e  in  th e  
s e le c tio n  of goods in c re a s e s ,  th e  more im portant p ack ag e  d e s ig n  b e ­
com es s in c e  to  a g rea t d e g re e , th e  package  i s  th e  s i le n t  s a le s m a n . 
Follow ing a re  som e exam ples of th e  w ays in  w h ich  m anagem ent h a s  
sough t to  g ive a p p ea l to  packag ing  through d e s ig n .
A prop rie tary  drug m anufacturer w an ted  to  im prove h is  e n tire  lin e  
o f p a c k a g in g . He re ta in ed  a  re se a rc h  o rg an iza tio n  to  conduct a  co n ­
sum er su rvey  to  determ ine e x ac tly  w hat could  be ch anged  to  in c re a s e
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s a le s  w ithou t endangering h is cu rren t f r a n c h is e . He w an ted  to  d isc o v e r 
th e  consum er th resh o ld  of recogn ition  for th e  com pany 's  p ro d u c ts . He 
w an ted  to  know if  th e  th resh o ld  of rec o g n itio n  depended  on th e  shape  
of th e  p a c k a g e , i t s  c o lo r , the ty p e  of cap  u s e d ,  o r th e  la b e l .  The 
re s e a rc h e rs  a sk ed  consum ers to  s ta te  th e ir  p re fe re n c e s  among la b e ls  
and  c o lo r . The drug company a ls o  s tu d ie d  i t s  c o m p e tito rs ' p a c k a g e s .
It w a s  determ ined th a t co lo r w as s tro n g ly  and  fav o rab le  a s s o ­
c ia te d  w ith  th e  p roduct. H ow ever, th e re  w a s  a  ten d e n cy  to  a s s o c ia te  
th e  com pany 's  p roducts w ith  item s o u ts id e  th e  drug f ie ld .  The p resen t 
la b e ls  w ere  hard to  read  by many c o n su m e rs . The o v e ra ll reco g n itio n  
w as s tro n g , but th e  company fe l t  i t  co u ld  be im proved .
W ith  th e  inform ation from th e  re s e a rc h ,  th e  com pany m odified 
i ts  p ack ag e  d e s ig n . The o rig ina l co lo r w as m a in ta in e d , but th e  pro­
po rtions on  th e  package w ere made more sq u a re  (a sq u a re  sh ap e  th a t  
seem ed  to  be a s so c ia te d  w ith  drug p ro d u c ts ) . The com pany 's logo type  
w as moved from th e  bottom  to  th e  m iddle of th e  c o n ta in e r . A new cap  
w as d e s ig n ed  w hich w as b e tte r  look ing  a s  w e ll  a s  more fu n c tio n a l th a n  
the  o ld er c a p .  New carto n s w ere  a lso  d e s ig n e d  for d isp la y  p u rp o se s .
S a le s  in c re a s e d , and  th e  company fe lt su re  th a t  th e  ch an g es in  d e sig n
44had  much to  do w ith  th e  in c re a s e .
^ J .  Gordon L ippincott and W alte r P . M a rg u lie s , "Packaging  in  
T o p -le v e l P la n n in g ,"  H arvard B u sin ess  R ev iew . V ol. 3 4 , N o. 5 , 
S ep tem b er-O cto b er, 1956, pp . 5 1 -5 2 .
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In ano ther c a se  a  m anufacturer of p e rish a b le  foods becam e 
aw are  th a t one of h is  p roducts w as no t s e l l in g . The o ld  package  
d e s ig n  seem ed e x c e lle n t from an  a e s th e tic  p o in t o f v iew . I t  a lso  
seem ed  appropria te  for food p ro d u c ts . It w a s  b righ t and co lorfu l 
w ith  th e  name brand le g ib le  and  eye c a tc h in g . The d esig n  had  an 
o v e ra ll u n iq u e n e ss , bu t th e  p roduct ju s t  w ould  not m ove.
The firm a ss ig n e d  m otivation  re se a rc h e rs  to  find out th e  problem  
and recom mend s o lu t io n s . The product co u ld  be e a te n  in  th e  form in 
w hich  it  w as so ld , and  i t  cou ld  a lso  be  u se d  in  co o k in g . The r e -  
se a rc h e rs  found out th a t  th e  consum ers w ere  re lu c ta n t to  se rv e  the  
product on  the  tab le  o r to  u se  i t  in  co o k in g . It w as  determ ined th a t 
th e  m ajor ob jec tion  w as to  th e  d e s ig n  of th e  p a c k a g e . The d esig n  w as 
geom etric  and  a b s tra c t in  form and  su g g e s te d  an a r t if ic ia l  p ro d u ct.
The consum ers w an ted  a  p roduct th a t seem ed  f re s h , n a tu ra l, and
w h o leso m e. The old d e s ig n  conveyed  ju s t  th e  o p p o s ite . The company
had  new co n ta in ers  m ade w ith  new d e s ig n s . C o lo rs and sym bols w ere
u se d  connoting th e  ou tdoors; th e  e a r th , s u n , and fo lia g e . On th e  new
la b e l  th e  p roduct w as p ic tu red  in  a g a rd e n -lik e  s e t t in g .  F low ers,
l e a v e s ,  and  cool co lo rs w ere u se d  in  th e  d e s ig n . T hus, w ith  a new
p ack ag e  and  a  new d e s ig n  th e  o ld  p re ju d ice s  a g a in s t th e  product w ere 
45overcom e.
45I b i d . , p .  52
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In one study on th e  w rapper d e s ig n  of so a p , tw o id e n tic a l type 
b a rs  of soap w ere w rapped in  w rappers of two d ifferen t d e s ig n s . The 
soap  in  one w rapper ou tso ld  th e  o th e r  tw o to  o n e . The im p lica tion  for 
m arketers i s  th is : th e  housew ife  g o es  to  a g rocery  s to re  to  buy fruit*, 
v e g e ta b le s , so a p , e t c . ,  she  do es no t c o n sc io u s ly  shop for the  desig n  
of a w rapper. C e rta in  d e s ig n s  and co lo rs  a re  more appea ling  than  
o th e rs , and for maximum r e s u l t s ,  th e  m arketer shou ld  bu ild  a  package
4fid e s ig n  tha t w ill c a u se  th e  consum er to  s e le c t  th a t brand over an o th e r.
The m arketer m ust de term ine  m otives for buying before  he can 
form ulate h is  m arketing s tra te g y . B uskirk co n s id e rs  th e  need  for d e te r­
mining buying m otives for se ttin g  p o lic ie s  regard ing  th e  p r ic e , the
47p ro d u c t, prom otion and a d v e r t is in g , and  th e  ch an n e ls  of d is tr ib u tio n .
To e s ta b lis h  product p o l ic ie s ,  th e  firm n eed s  to  a lig n  th e  product 
i t s e l f  to  th e  buying m otives of c o n su m e rs . Food m anufacturers have 
had  to  com pletely  repackage  many o f th e ir  p roducts b e c a u se  i t  w as 
d iscovered  th a t  th e  package  i t s e l f  w as  th e  re a l  m otive th a t  determ ined 
w h ich  brand w as c h o sen  by th e  consum er. C h ry sle r C orporation  had to  
red e s ig n  i ts  en tire  lin e  to  c o in c id e  w ith  c a r  b u y e rs ' t a s te s  a s  rev ea led  
by th e ir  rea so n s  for b u y in g .
^®Louis C hesk in  and Lew is B. W ard , " Ind irec t Approach to  M arket 
R e a c tio n s ,"  H arvard B usiness R eview . V ol. 2 6 , N o. 5 ,  Septem ber- 
O c to b er, 1948, p .  573 .
^^Richard H . B usk irk . P rin c ip le s  of M arketing (New York: H o lt, 
R inehart, and  W in s to n , I n c . ,  1961), p p . 189-191 .
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M any buyers of w a tch e s  s topped  p u rch asin g  on th e  b a s is  of 
re lia b ility  a lone and dem anded fa sh io n  i te m s , forcing w atch  m anu­
fac tu re rs  in to  th e  fa sh io n  r a c e . The G o e tz  Brewing Company changed 
th e  name of i ts  product from "Country C lub" to  G oe tz"  w hen i t  d i s ­
covered  th a t th e  name Country C lub w as a s s o c ia te d  w ith  go lf and high 
so c ie ty  in s te a d  of b e e r .
P ricing  p o lic ie s  are  a ls o  a ffe c te d  by consum er buying m o tives.
For exam p le , som e consum ers p u rch ase  c e r ta in  perfum es b e c a u se  of 
th e ir  d e s ire  to  be  ex c lu s iv e  and  d is t in c t iv e . In  order to  develop  th a t 
im age of th e s e  p e rfum es, th e  m arketing m anager may p lac e  a re la tiv e ly  
high p rice  on them  s in c e  a  low p rice  may d estro y  th e  d is tin c tiv e n e s s  of 
th e  perfum e. M anagers w ill  probably  not u se  odd pricing  on products 
for w hich  he hopes to  e s ta b l is h  in  th e  c u s to m e rs ' m inds a s  h igh q u a lity . 
If th e  product i s  to  appear a s  a b a rg a in  ite m , an  odd p ricing  po licy  may 
be a d o p te d .
According to  B usk irk , in  th e  a re a  of prom otion and  a d v e rtis in g ,
th e  u se  of buying m otives is  p o p u la r. To be  e ffe c tiv e , ad v ertis in g
cam paigns should  be c en te red  around a p p e a ls  w hich  a re  im portant to
th e  b u y er. For in s ta n c e , i f  th e  so c ia b ili ty  m otive for sm oking c ig a re tte s
c a lls  for th a t type  of th em e , an o th er ty p e  of a p p ea l w ill  be in e ffe c tiv e .
If th e  m otive for purchasing  a  p a rtic u la r  c a r  i s  th e  su c c e s s  sym bol,
th e n  an  econom y ap p ea l w ill  be  fu t i le .  P rom otional cam paigns should
be b u ilt and fo cu sed  on th e  know ledge of ahy peop le  buy c e rta in  brands 
of p ro d u c ts .
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P urchasing  m otives are  a lso  im portant in  se lec tin g  ch an n e ls  of 
d is tr ib u tio n . P roducts p u rch ased  on th e  b a s is  of low  p rice  w ill 
g enera lly  be  m arketed  through d iffe ren t channe ls th a n  w ill  p roducts 
w h ich  a re  bought on th e  b a s is  of p re s tig e  o r snob a p p e a l. For ex am p le , 
p roducts w ith  p rice  a s  th e  b a s is  of p u rch ase  w ill u su a lly  go through 
su p e rm ark e ts , d isco u n t h o u s e s , and  o ther low -p rice  o u t le ts .  D re sse s  
of h igh s ty le ,  q u a li ty , and p rice  w ill  not norm ally be so ld  through 
s to re s  such  a s  L erners or th e  Three S is te r s . To do so  w ould ten d  to  
destroy  th e  im a g e . In s te a d , g rea t c a re  i s  u su a lly  e x e rc ised  to  in su re  
th a t the  high s ty le  d re s s e s  w ill  be  p lac ed  in  a few fash io n ab le  w om en 's 
sp e c ia lty  s h o p s . W hen se rv ice  becom es im portant to  a  p ro d u ct, 
m anagem ent g e n e ra lly  w il l  s e le c t  o u tle ts  th a t w ill in su re  proper 
s e rv ic e .
The foregoing  exam ples have in d ic a te d  the  im portance of under­
stand ing  th e  psycho logy  of th e  in d iv id u a l consum er, and i ts  im p lica tio n s  
for m arketing d e c is io n s .  To more fu lly  understand  consum er b e h av io r , 
a tten tio n  m ust be g iven  to  th e  in d iv id u a l in  h is re la tio n  to  o th er p e o p le . 
As th e  groups w ith in  a b u s in e s s  o rg an iza tio n  a ffec t in d iv id u a l b eh av io r, 
th e  in d iv id u a l a s  a  consum er many tim es conforms to  so c ia l  groups or 
c l a s s e s ,  and  g e n e ra l p a tte rn s  of consum er a c tiv ity  have b een  d ev e lo p ed .
2 . S o c ia l G roups a s  D eterm inan ts of Buying Behavior
A change  in  th e  v iew po in t of th e  na tu re  of man and m arketing 
behav io r cam e abou t in  part from th e  im pact of so c io lo g ica l throught
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and  r e s e a r c h .  Among th e  con trib u tio n s of so c io lo g is ts  a re  p o p u la tio n  
s tu d ie s , w h ich  e n ab le  m arketers to  determ ine how many and w h a t k in d s  
o f peop le  th e re  a re  and w here th ey  are; d a ta  on consum er m o tiva tion—  
e a r lie r  th o u g h t la rg e ly  ignored  th e  group , ra th e r , th e  focus w as on 
th e  in d iv id u a l; and  hum an eco logy  w hich a n a ly ze s  th e  p ro c e s s e s  
in v o lv ed  in  s p a t ia l  and tem poral a d ap ta tio n  and d is tr ib u tio n  of hum an 
b e in g s  and th e ir  in s t i tu t io n s .
This s e c tio n  w ill be concerned  w ith consum er m otivation  a s
a ffe c te d  by group b eh av io r. It is  co n sid ered  by som e th a t  m otives o f
48peop le  "are p roducts of group l i f e ."  S o c io lo g ica l re se a rc h  o n  c l a s s ,  
vo lu n ta ry  a s s o c ia t io n s ,  le isu re  a c t iv i t ie s ,  and a ttitu d e  m easurem ent 
have  re v e a le d  im p lica tio n s of m otivational p a tte rn s  for m arke ting .
A lthough th e  c la s s  sy s tem  of th e  U nited  S ta te s  is  fa r l e s s  p ro ­
nounced  th a n  in  som e o th er c o u n tr ie s , so c io lo g ica l re sea rch  h a s  show n 
th a t a c la s s  s tru c tu re  does e x is t  in  th is  coun try . In  so c io lo g ic a l and  
m arketing  u s a g e ,  no conno ta tion  of superio rity  or in ferio rity  i s  m eant 
a s  no v a lu e  judgem en ts a re  a s s ig n e d . It i s  not n e c e s sa ry  for th e  
m arketer to  ju d g e  th e  v a lu e s  or m o tiv a tio n s, but m erely to  know th a t 
th e y  e x is t  an d  th e  im p lica tio n s th ey  hold  for m arketing d e c is io n s .  In  
g e n e ra l ,  W a rn e r 's  c la s s  s tru c tu re  ranging from lo w er-lo w er to  upper c la s s  
i s  a c c e p te d .
^ C h r i s t e n  T . Jo n a s s e n , "C ontribu tions of S ocio logy  to  M ark e t­
in g ,  " J o u r i^ ^ M a rk e U n c [_ ,  Vol. 2 4 , N o. 2 , O c tober, 1959, p .  30 .
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To g e t an  in d ic a tio n  of the  im portance for m arketing  m anagers to
know c la s s  c h a ra c te r is t ic s ,  co n sid e r th e  follow ing s tu d y  concern ing
buying p a tte rn s  b a se d  on o c c u p a tio n s . As i s  w e ll  know n, in  re c e n t
y e a r s ,  b lu e  c o lla r  w orkers have  had  a rap id  r is e  in  in co m e. B ased  on
in co m e , th is  w ould move them  in to  th e  sam e c la s s  a s  w h ite -c o lla r
w o rk e rs , and  i t  might be  ex p ec ted  th a t th e  buying p a tte rn s  o f th e  groups
w ould  b e  abou t th e  sa m e . This w as not th e  c a s e ,  how ever, w hen  th e  .
com m unities w ere  c la s s if ie d  in to  th e  follow ing g roups: (1) H ig h -to w n
or upper c l a s s ,  (2) low -tow n  or low er c l a s s ,  (3) w ag e-to w n  o r  m idd le -
c la s s  w ag e  e a rn e rs , an d  (4) sa la ry -to w n  or m id d le -c la s s  w h ite  c o lla r  
49w o rk e rs . From th is  study  i t  w as show n th a t a lthough  th e  w a g e -to w n  
an d  sa la ry - to w n  w orkers may rece iv e  approx im ate ly  th e  sam e in co m e, 
th e y  liv e d  in  d ifferen t ne ighborhoods, had d iffe ren t in te r e s t s ,  and 
a s s o c ia te d  w ith  d iffe ren t g ro u p s , responded  to  d iffe ren t s t im u li ,  and  
in  g e n e ra l ,  re a d  d ifferen t m ag az in es .
In  th e  la t te r  part of 1950, th e  C hicago  Tribune undertook  se v e ra l 
s tu d ie s  in  C h icago  u sin g  W arn er 's  so c ia l c la s s  s y s te m .5 *1 From th e  
s tu d ie s  i t  i s  apparen t th a t  a  pe rson  from th e  low er c la s s  rece iv in g  th e  
sam e incom e a s  a  p e rso n  from th e  m iddle c la s s  w il l  no t fo llow  th e  sam e
49 ' ■M cC arthy , o p . c i t . , p . 95 .
5 0 w . Lloyd W arn er, e t .  a l . , S o c ia l C la s s  in  America (C h icago : 
S c ien ce  R esearch  A s s o c ia te s ,  I n c . ,  1949), p p . 1 2 -1 5 .
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p a tte rn  of behav io r a s  th e  person  in  th e  m iddle c l a s s . "The various ' 
c la s s e s  p a tro n ize  d ifferen t s to re s ,  buy d ifferen t b rands of p roducts 
(even  though th e ir  p rice  is  approxim ately  the sa m e ), have  d ifferen t 
sp e n d in g -sa v in g s  a t t i tu d e s ,  and tend  to  put th e ir  sa v in g s  in to  d ifferen t 
p l a c e s . 1
R ecognition  of c la s s  d ifferences is  e s s e n t ia l  to  a  m anufacturer 
a ttem p ting  to  c a te r  to  one p a rticu la r g roup . The C h icago  Tribune s tu d ie s  
found th a t one brew ing company cen te red  its  a d v e r tis in g  around "a fox  
h u n ter in  fu ll c o s tu m e , w ith  red c o a t ,  b o o ts , and  c a p ."  W hile  th e  
a d v e rtisem en ts  may have b een  a r t is t ic a lly  d o n e , th e y  fa ile d  to  reach  
th e  ta rg e t m arket th e  company w an ted  to  re a c h —th e  low er c la s s  g roup . 
This c la s s  fe lt  th a t th e  adv ertisem en ts  w ere rep u g n an t and  sn o b b ish .
By not co n sid erin g  ap p ea ls  th a t w ould be a ffec tiv e  fo r th e  p a rticu la r 
g ro u p , th e  com pany w a sted  effort and e x p e n s e s .
A s im ila r s tudy  in  w om en 's fash io n  show ed th a t  wom en in  th e  "old  
r ich "  or upper c la s s  did not adopt the  new s ty le s  in  d re s s e s  a s  they  cam e 
o u t .  They ten d ed  to  hold to  th e  sam e s ty le  fo r s e v e ra l y e a r s .  The s ty le s  
th e y  d id  w ear ten d e d  to  follow th e  B ritish  w oo lens an d  tw e e d s . In th e  
a d v e rtisem en ts  aim ed a t th is  group , ap p ea ls  w ere  b a s e d  on  "a r is to c ra tic "  
and  "d is tin g u ish e d "  th e m e s .
51 M cC arthy , l o c . c i t . . p .  97 .
208
In the c la s s  just below th is  group were women of newer w ea lth , 
although more w ealthy than the upper c la s s .  Women in  th e se  groups 
w ere Paris sty le  con scious and preferred fashion c lo th e s . C lothes  
w ere sym bols of w ealth  and a high standard of liv in g  rather than the 
fam ily background. Appeals in advertising were b ased  upon so p h istica ­
tion  and c h ic n e s s . In the next lower c la s s e s ,  fash ion  had a different 
m eaning. McCarthy points out th at, "High sty le  i s  regarded w ith some 
su sp ic io n . Paris s ty le s  are characterized as too extrem e. R espectability  
i s  the standard, not breeding or e ffe c t . 'Smart1 i s  the right word, and 
'smart' means what everyone in the same so c ia l c la s s  is  w earing.
For marketing im p lication s, there are at le a s t  two points of 
sign ifican ce  regarding the so c ia l c la s s e s .  One i s  that the attitudes 
and m otives are sim ilar for each c la ss ;  the other i s  that th ese  attitudes 
and m otives vary from c la s s  to c l a s s .^3 Various stu d ies on so c ia l c la s s  
behavior support the view  that a consumer from one so c ia l c la s s  w ill  
s e le c t  stores w hich cater to th is c la s s  group.
In a C hicago study ,of metropolitan automobile d e a ler s , Martineau 
found different s ty le s  of conducting b u sin ess  according to the neighbor­
h o o d .^  In the upper middle c la s s  d ealer , em phasis w as placed on
5 2I b i d . . o .  98 .
^ C h a r l e s  F . P h illip s  and D elbert J .  D uncan . M arketing  P rin c ip les  
and  M e th o d s . 4th e d . (Homewood, I l lin o is :  R ichard D . Irw in , I n c . ,  
1960), p .  5 7 .
54Pierre D . M artineau, "Social C la ss  and Its Very C lose  Relation­
ship to the Individual's Buying Behavior," in Parker M . Holmer, e t .  a l . , 
Readings in  Marketing (Columbus. Ohio: Charles E. M errill B ooks, I n c . ,  
1^63), pp . 134-141 .
p e rso n a l re la tio n sh ip s  in  se rv ice  and  s a l e s .  This w a s  not so  among 
th e  upper low er c la s s  d e a le rs  who depended  on  vo lum e. The m iddle 
c la s s  d e a le r  w as not a s  a g re ss iv e  a s  th e  low er c la s s  d e a le r . I t  w as 
im pera tive  for th e  upper m iddle c la s s  d e a le r  to  show rec o g n itio n  of th e  
h igher s ta tu s  of c u s to m e rs .
S e lle rs  ca tering  to  c e r ta in  c la s s e s  le a rn  to  a d ju s t to  th e  p sy c h o ­
lo g ic a l dem ands from th e  custom er group a s  d iffe ren t c la s s e s  ex p ec t 
d iffe ren t th in g s  from s to re s  they  p a tro n iz e .
In  a s im ila r study by M artineau  a s  rep o rted  in  th e  above a r t i c le , 
i t  w as  found th a t  among shoe  r e ta i l e r s , i t  cou ld  be  determ ined  to  w hat 
g e n e ra l c la s s  o f people  c e rta in  s to re s  a t t r a c te d .  For ex am p le , many 
sh o e s  on d isp lay  in  th e  s to re  window sa id  th a t  th e  s to re  c a te re d  to  a 
low er p rice  c la s s  cu stom er. A high s ty le ,  h igh  p rice  shoe  s to re  may 
have  only one shoe in  th e  window d is p la y , s e t  w ith  a n  a b s tra c t  b a c k ­
ground .
A dvertising  may som etim es sp eak  to  a  p a rtic u la r  c la s s  and  if  i t  
does not a p p ea l to  th e  sam e frame of re fe ren c e  a s  th a t  group h a s ,  i t  
i s  m ost lik e ly  to  m iss i ts  m ark. A s to re 's  p sy c h o lo g ic a l and  so c io ­
lo g ic a l  id e n tity  through n o n -v erb a l v is u a l  e lem en ts  of a d v e rtis in g  p lu s 
th e  p rice  can  speak  more c le a rly  th a n  form ally  s ta te d  com m unication . 
A dvertising  w ith  b lack er layou t and  typagraphy  u su a lly  conveys a  n o tice  
of m ass d is tr ib u tio n .
As a " low er-low er c la s s "  of p eop le  have  m igrated  to  th e  major
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c i t i e s ,  a new ty p e  of d isco u n t house  h as  a r is e n .  A dvertising  of th e s e  
s to re s  " is  an  outw ard p ro jec tio n  of th e  s to re s  and th e ir  m erchand ising  
to  p o s itio n  th em se lv es  on a s o c ia l  c la s s  la d d e r ." 55
In  a departm ent s to re  s tu d y , i t  w as  found th a t  lo w e r-s ta tu s  
wom en w ere aw are of sa n c tio n s  i f  they w en t in to  a h ig h -s ta tu s  s to re . 
S a le sp eo p le  w ould  find su b tle  w ays by w hich  to  p un ish  th e  sh opper. 
S o c ia lly  m obile women th ink  a g rea t d e a l abou t e x te rn a l sym bols of 
s ta tu s  and may t e s t  s ta tu s  by shopping in  departm ent s to re s  w hich  she  
th in k s  a re  com m ensurate w ith  h e r charg ing  p o s i t io n . C e rta in  e x p e c ta ­
tio n s  a s  to  d re s s  and behavior a re  im m inen t, and if  v io la te d , i t  w ill  be 
made c le a r  th a t  she  does not belong in  th a t  s to re .
Some consum ers in  the  upper c la s s  w ill  p u rch ase  a p p lia n c e s  in  
d isco u n t s to re s  i f  the  p roducts a re  n a tio n a lly  a d v e rtis e d  o n e s . It is  
fe l t  th a t th e  name brand a s su re s  th e  consum er he can  not go w rong . 
H ow ever, fu rn itu re  t a s te s  are  c o n s id e re d  to  be  more su b tle  and  e lu s iv e  
and brand  nam es are not g en era lly  w e ll know n. The consum er from an  
upper c la s s  is  not lik e ly  to  put he r t a s te  on t r i a l ,  and  ra th e r th an  make 
an  obv ious error in  ta s te  w hich w ould re f le c t igno rance  of th e  co rrec t 
s ta tu s  sym bo l, th e  consum er w ill  g en era lly  go to  a s ta tu s  s to re  b e c a u se  
sh e  n eed s  th e  support of th e  s to re 's  t a s t e . 56
55I b i d . . p .  138.
56P ierre  D . M artin eau , "S ocial C la s s e s  and Spending B ehav io r,"  
Tournal of M arke ting . Vol. 23 , N o . 2 , O c to b er, 1958, p .  122.
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In  co n sid erin g  W arn er 's  s o c ia l  c la s s  s t r a t i f ic a tio n , C olem an 
s ta te s  th a t m arketers have not a lw ays found the  c la s s  concep t "im ­
m ediate ly  and obv iously  re le v a n t . "57 A ccording to  C o lem an , s o c ia l  
c la s s  s tra tif ic a tio n  h as shed  lig h t on a d v e rtis in g  and m erchandising  
problem s and o ther tim es i t  h a s  n o t. For ex am p le , in  many of th e  
S ou thw estern  c i t i e s ,  a lm ost a l l  reco g n ize  th e  n e c e s s i ty  of hav ing  a ir 
c o n d itio n e rs . W hether or not a  fam ily ow ns an  a ir  cond ition ing  un it 
o r not depends on fam ily incom e and  no t on so c ia l  c l a s s .  The e x p a n s iv e ­
n e s s  o f home a ir  cond ition ing  from a  one room un it to  com plete cen tra l 
a ir  cond ition ing  is  d irec tly  re la te d  w ith  fam ily  in c o m e .5®
It i s  recogn ized  th a t  th e  study  of c la s s  s tru c tu re  does not hold 
a l l  th e  an sw ers for m arketing d e c is io n s .  C la s s  s tru c tu re s  a re  not 
s t a t i c ,  and  m arketers who re ly  only  on c la s s  s tru c tu re  to  guide m arket­
ing p o lic ie s  w ill  f a i l  to  re a liz e  th e  many d im ensions of consum er m otiva­
t io n .  Some im p lica tio n s for m arketing m anagem ent have b een  dem on­
s tra te d  from so c io lo g ica l re s e a rc h , b u t i t  i s  d ifficu lt to  determ ine how 
much im pact so c io lo g ic a l con trib u tio n s have  had on m ark e tin g .59
5 ^ R ichard L. C o lem an , "The S ig n ific an c e  o f S o c ia l S tra tif ica tio n  
in  S e l l in g ,"  in  Perry B lis s ,  e d . .  M arketing  and  th e  B ehavorial S c ie n c e s . 
(Boston: A llyn and B acon , I n c . ,  1963), p .  157.
58I b i d . . p . 168.
89Io n a s s e n .  l o c . c i t . , p .  3 3 .
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3 . C u ltu ra l Background Im portant for M arketing
P sy ch o lo g is ts  and so c io lo g is ts  a re  p lay ing  in c reas in g  ro les  in  
b u s in e ss  a f fa ir s ,  e sp ec ia lly  in  m ark e tin g . In  ad d itio n  to  u sing  them  
a s  o u ts id e  c o n su lta n ts , some firm s now em ploy p sy c h o lo g is ts  and 
so c io lo g is ts  in  th e  m arketing d ep a rtm e n t. M arkete rs a re  a lso  becom ing 
aw are of th e  ro le  the  an th ropo log is t c a n  p lay  in  g iv ing  ad v ice  on m arket­
ing p rob lem s. I t is  considered  su p ris in g  why an th ro p o lo g is ts  and  
m arketers have not found a more common ground , s in c e  an th ro p o lo g is ts  
hav e  h e lped  in  developing  s a le s  tra in in g  program s and in  design ing  
s e a ts  and c h a i r s .60
According to  W in ick , th e re  are l e a s t  th re e  k inds of s itu a tio n s  in  
w h ich  anthropology has helped  m ark e tin g . O ne w ay is  through  sp e c if ic  
know ledge of cu ltu ra l p a tte rn s . One m anufactu rer of cen tra l h ea tin g  
u n its  w an ted  to  in troduce  h is  p ro d u cts  in to  a  new te r r i to ry . This attem pt 
w as met w ith  strong custom er r e s i s t a n c e .  The com pany c a lle d  upon th e  
se rv ic e s  of an  an th ropo log is t w ho u se d  h is  know ledge of fo lk lore  and 
sym bolism  of fire  and h e a t for su g g e s tio n s  in  in troducing  th e  hea ting  
sy s te m . " . . .  so  a s  to  make i t  a s  c o n so n an t a s  p o ss ib le  w ith  th e  co n ­
n o ta tio n s  of h e a t ,  even though th e  n a tu re  of th e  h ea tin g  m ethod changed  
fi 1r a d ic a l ly ."  Early re s is ta n c e  to  the  p roduct d e c re a se d  su b s ta n tia lly  a fte r 
th e  f irs t y e a r .
6^C harles W in ick , "A nthropology 's C ontribu tion  to  M ark e tin g ,"  
Tournal of M arke ting . V ol. 25, N o . 5 ,  Ju ly , 1961, p p . 5 3 -6 0 .
6 1I b i d . . p .  56 .
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In ad d itio n  to  overcom ing consum er r e s i s ta n c e ,  th e  hea ting  
company had  to  overcom e a  pub lic  p o licy  problem  to  g e t app roval for 
the  sy s te m . The a rea  in  q u es tio n  had  a  d ec lin in g  b irth  ra te  and o ffi­
c ia ls  feared  th a t c e n tra l h ea tin g  w ould  c a u se  even  a g rea te r d e c lin e .
The b a s is  for th is  fea r w as th e  b e lie f  th a t  h e a te d  bedroom s w ould  lead  
to  a  d ec lin e  in  sex u al a c t iv i ty ,  re su ltin g  in  a  low er b irth  r a te .  The 
an th ropo log is t w as ab le  to  produce s ta t i s t i c a l  ev id en ce  th a t w hile  
in  some c a s e s ,  b irth  ra te s  dec lin ed  a fte r  th e  in s ta l la t io n  of c e n tra l 
h e a tin g , in 'o th e r  c a s e s  th e re  w ere no d e c lin e s  in  b irth  r a te .  Armed 
w ith  th is  e v id e n c e , th e  hea ting  equipm ent com pany w as ab le  to  p resen t 
to  th e  app ropria te  o ff ic ia ls  a sound c a s e .  A fter rev iew ing th e  e v id e n ce , 
th e  o ff ic ia ls  perm itted  th e  com pany to  go th rough  w ith  i ts  p la n s .
C lo th ing  and fash io n s  is  ano ther a rea  in  w hich  th e  an th ropo lo g is t 
h as u sed  sp e c if ic  know ledge to  th e  b e n e fit of th e  m arke ter. W inick  
s ta te s  th a t ,  "The only em pirica l s tudy  of th e  fa sh io n  c y c le  in  w om en 's 
c lo th ing  w hich  h as  su c c e ss fu lly  b een  u se d  for p red ic tiv e  pu rposes by 
c lo th ing  m anufacturers w as  conducted  by a n th ro p o lo g is ts . por 
m arketing p u rp o se s , an th ro p o lo g is ts  have  u se d  th e ir  sp e c ia l  know ledge 
of th e  n eed s of th e  body for c h i ld r e n s  c lo th e s  of various k inds for various 
a g e s ,  to g e th e r w ith  th e ir  aw aren ess  of fa sh io n  and s e n s it iv ity  to  p o s s i­
b i l i t ie s  of te c h n o lo g y .
62I b i d . . p .  57 .
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A lead ing  m anufacturer o f c h i ld r e n s  c lo th e s  c o n su lte d  an 
an th ropo log ist who exam ined o v e ra lls  in  term s of th e  n eed s of ch ild ren  
w ho w ear them . C o n sid e ra tio n  w as g iven  to  th e  in c re a s in g  u se  of 
m achine lau n d erin g , th e  re la tiv e  frequency  of w a sh in g , and  co n ­
tem porary tech n o lo g y . The an th ro p o lo g is t su g g e s te d  new fa s tn e rs  on 
th e  o v e ra ll s tra p s  to  allow  for g row th , s tra p  im provem ent, and  double 
s titc h in g  the  seam s of th e  g a rm en t. T hese recom m endations w ere 
a c c e p te d . W ith in  a few y e a r s ,  th e  na tu re  of th e  o v e ra ll m arket w as 
changed  and ex p anded .
In  ano ther c a s e ,  a  la rg e  E aste rn  b e e r  m anufactu rer co n su lted  an 
an th ropo log is t who w as fam ilia r w ith  th e  su b cu ltu re  of N egroes and the  
e ffec t o f c a s te  m em bership on p u rc h a s in g . M any N egroes w ere con ­
sc io u s  of w hether a brand conno ted  s ta tu s  and  ra c ia l  p ro g re s s . The 
an th ropo log is t exam ined th e  m an u fac tu re r 's  m arketing  program  and made 
recom m endations. The m anufacturer b eg an  supporting  se v e ra l major 
Negro so c ia l e v en ts  and changed  th e  a d v e rtis in g  a p p e a l of th e  b eer to  
enhance  the  p ro d u c t. E m phasis w as p la c e d  on  th e  fa c t th a t th e  b eer 
w a s  a n a tio n a l brand  w ith  q u a lity  c o n tro l. The them e of s ta tu s  and 
p re s tig e  connoted ra c ia l  p ro g ress  in  th e  m inds of th e s e  co n su m ers.
A la s t  exam ple of a  s itu a tio n  in  w hich  th e  an th ro p o lo g is t has 
u se d  sp e c ific  know ledge to  he lp  m arketers i s  p ack ag e  d e s ig n . One 
m anufacturer of w om en 's p roducts  u se d  a  F leur de Lis emblem on 
p a c k a g e s . An an th ro p o lo g ica l a n a ly s is  su g g e s te d  th a t th e  emblem
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w as a s s o c ia te d  w ith  French Kings and  o ther co n n o ta tio n s of 
m ascu lin ity . A f ie ld  t e s t  confirm ed th e  a n a ly s is .  As a ,r e s u l t ,  th e  
m anufacturer changed  th e  package  d e s ig n .
Another k ind of s i tu a tio n  in  w hich  an th ro p o lo g is ts  have  h e lped  
m arketers is  aw aren ess  of th e m e s . W in ick  s ta te s  th a t an th ropo log is ts  
are  th e  only s o c ia l  s c ie n t is ts  who have s tu d ied  g ift g iv ing  and g ift 
re c e iv in g . The fo llow ing 'exam ple  show s how th is  know ledge w as 
ap p lied  by one com pany.
A candy m anufacturing c h a in  com pany began  to  su ffer a s a le s  
d e c lin e . The candy w as u su a lly  bought a s  a  g i f t .  A consu lting  
an th ropo log is t gave gu idance  on th e  sym bolism  of g ift g iv in g . 
M erchand ising , p ack ag in g , and ad v e rtis in g  form ats w ere developed  
for th e  g ift th em e . C onno ta tions of m ajor ho lid ay s su g g e s te d  d iffe r­
en t them es for window d isp la y s  and for a d v e rtis in g  th e  candy in  con ­
ju n c tio n  to  th e  h o lid a y s . The candy  com pany changed  i ts  m arketing 
s tra te g y  b a se d  on th e  a n th ro p o lo g is t 's  f in d in g s .
Another s itu a tio n  in  w hich  anthropology  h a s  in flu en ced  m arketing 
d e c is io n s  by aw aren ess  to  them es is  be ing  s e n s it iv e  to  r i te s  de 
p a s s a g e , or th e  tra n s it io n  from one s ta g e  or p h a se  of life  in to  an o th e r.
A sh o e  m anufacturer su ffe red  d ec lin in g  s a l e s . An an th ropo log is t w as 
re ta in e d  to  study  th e  problem  an d  m ake recom m endations to  m anagem ent. 
The an th ropo log is t w as aw are th a t to  an  e x te n t,  sh o es  are  a  sym bol of 
going from one s tag e  of life  to  an o th e r.
216
C hildren  from four to  s ix  y e a rs  of age go from a s tag e  in  w hich 
th ey  have th e ir  shoe  la c e s  t ie d  for them  to  a s ta g e  of learning to  t ie  
them  th e m se lv e s . At th e  su g g e s tio n  of th e  an th ro p o lo g is t, th e  m anu­
fac tu re r p repared  le a f le ts  and b rochures for p a ren ts  a s  gu ides in  
teach in g  ch ild ren  to  t ie  th e ir  own shoe l a c e s . T hese pam phlets 
w ere d is tr ib u ted  by shoe  r e t a i l e r s . The shoe  com pany fe lt  th a t th is  
con tribu ted  to  m aking p a re n ts  aw are  of th e  brand name of the  com pany 's 
s h o e s .
The f irs t h igh  h e e ls  for te e n a g e  g ir ls  re p re se n t p a ss in g  in to  
ano ther p h a se  or s ta g e  in  l i f e .  At the  su g g e s tio n  of th e  an th ro p o lo g is t, 
th e  name "P rom ," a f te r  a  te e n a g e  so c ia l e v e n t, w as g iv en  to a  c e rta in  
s ty le  and type  of g i r ls ' s h o e s .  The brand name of th e  shoes w as 
a s s o c ia te d  w ith  th e  "ex c itin g  new w orld" sym bolized  by high h e e ls .
An an th ro p o lo g is t’s  know ledge th a t sp e c ia l  sh o es worn by o lder 
som etim es h as th e  stigm a of be ing  "o ld  p e o p le s ' s h o e s ."  A shoe  
m anufactu rer, upon th e  a d v ic e  of th e  an th ro p o lo g is t, red esig n ed  h e a lth  
sh o es  for o lder p e o p le . All th e  h e a lth  fea tu res  w ere re ta in e d , but th e  
sh o es  w ere  made s ty l is h .
A th ird  major ca teg o ry  in  w hich  a n th ro p o lo g is ts  are  ab le  to  he lp  
m arketers i s  in  th e  a re a  of ta b o o s . Some m arketers may v io la te  a 
re l ig io u s , p o l i t ic a l ,  or c u ltu ra l taboo  w ithout rea liz in g  i t .  This is  
e s p e c ia lly  true  in  fo reign  m a rk e ts . For in s ta n c e , in  I ra n , the  color 
b lu e  i s  not lik e ly  to  be  rec e iv e d  favorab ly  on com m ercial p ro d u c ts ,
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s in ce  blue is  the  n a tio n a l co lo r for m ourning. G re e n , th e  n a tio n a lis tic  
co lor of Egypt and S y ria , i s  looked  upon w ith  d isfav o r a s  a color for 
packag ing . D isp lay ing  p a irs  o f any th ing  i s  frowned upon on A frica 's 
G old C o a s t . In T h ailan d , fee t a re  c o n sid e re d  to  be contem ptib le  and 
any o b jec t or d e s ig n  of p a c k a g e s  show ing fee t a re  m ost lik e ly  to  be 
unfavorably re c e iv e d . In a d d itio n  to  th e ir  know ledge o f ta b o o s , 
an th ropo log ists  c an  a id  m arke te rs  by th e ir  know ledge of favored 
co lo rs and sym bo ls.
In th e  U nited S ta te s ,  th e  M cC ann-E rickson  A dvertising  Agency 
he lped  a baking company overcom e som e c u ltu ra l ba rrie rs  to  se lling  
c o o k ie s . There is  a n  old tra d itio n  abou t baking  co o k ies  "the  way 
grandm other used  to  b a k e . "  It w as  fe l t  th a t  cook ies in  s to re s  w ere 
easy  to  g e t ,  and th e re  m ust be som e in fe rio r or im pure ing red ien ts  in  
them . One baking firm h ad  b een  prom oting th e  good t a s t e ,  but s a le s  
w ere low . M cC ann-E rickson  d ev e lo p ed  a d v ertis in g  th a t  s tre s s e d  purity  
in s te a d  of good t a s t e .  A fter th e  new ad v ertis in g  program  s ta r te d , s a le s
C O
in c re ased  g re a tly .
Andther s itu a tio n  w here  anthropology  can  b e  u se d  in  advertis ing  
is  w ith  e th n ic  g ro u p s . The N egro m arket for a p a rtic u la r  product has
^ R i c h a r d  c .  S h e ld o n , "How th e  A nthropologist C an Help th e  
M arketing P ra c titio n e r ,"  i n W .  D avid  R obbins, e d ito r , S u ccessfu l 
M arketing a t Home and Abroad (C hicago : Am erican M arketing 
A sso c ia tio n , 1958), p .  3 0 3 .
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a lread y  b een  m entioned . In  c e r ta in  a re a s  e th n ic  groups are  co n cen ­
tra te d  in to  c lo s e  neighbo rhoods. One com pany conducted  su c c e ss fu l 
ad v ertis in g  cam paigns in  th e  L atin  a re a  of New York C ity . T hese 
cam paigns brought out th e  s ig n if ic a n c e  of po in t of s a le  m erchandising 
to  c lo se  e th n ic  g ro u p s. B ecause  of th e  co n cen tra tio n  of Latin po p u la ­
t io n ,  and  th e  c lo s e n e s s  of L atin  ow ned grocery and drug s to re s ,  s to re  
le v e l m erchandising  in  th e  L atin  neighborhoods is  p a rticu la rly  
e f fe c tiv e .
A lthough anthropology h as  h e lp ed  m arketing through know ledge
of c u ltu re s , "The m ost obvious con tribu tions he can  make is  he lp ing
u s  to  s e l l  in  foreign m arke ts ."® '’ I t i s  fe lt th a t more can  be done in
th e  future th a n  can  be done now „
M arketers have  c o n su lte d  p s y c h o lo g is ts , s o c io lo g is ts ,
a n th ro p o lo g is ts , and s o c ia l p sy c h o lo g is ts  on sp e c if ic  p rob lem s.
S o lu tions w ere  found in  many c a s e s .  But som etim es problem s are
s tu d ied  from " . . .  lim ited  p e rsp e c tiv e s  of a p a rticu la r su b je c t-m a tte r  
fifia r e a ." 00 The c ro s s - fe r ti l iz a t io n  needed  to  m eld id e a s  and in teg ra te  
w ide ly  ap p licab le  g e n e ra liz a tio n s  h a s  b een  lac k in g .
®^Alan S . M arcu s , "How A gencies C an U se  Anthropology in  
A d v e r tis in g ,11 A dvertising A ge, V ol. 4 9 , N o. 19, Septem ber 14, 1956, 
p .  90 .
S he ldon , o p . c i t .
®®William L azer and Eugene J .  K elley , In te rd isc ip lin a ry  H orizons 
in  M ark e tin g ,"  Tournal of M ark e tin g , Vol. 25 , N o . 1 , O c tober, 1960, 
p .  24 .
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S tud ies of m arketing have  b e en  concerned  m ainly w ith  m arketing 
phenom ena, per s e . L ittle  re fe ren c e  h as  b een  m ade or is  being made 
to  th e  work of th e  so c ia l s c i e n t i s t .  M arketing is  beginning to  make 
u se  of th e  in te rd isc ip lin a ry  app roach  b e c a u se  problem s a re  becoming 
recogn ized  a s  more s o c ia l ,  ra th e r  th a n  m erely te c h n ic a l.® 7 Perhaps 
th e  s o c ia l  and c u ltu ra l environm ent w ill  be  of more concern  to 
m arketers in  th e  fu ture th a n  i t  h a s  in  th e  p a s t .
®7Robert B a rte ls , "S o c io lo g is ts  an d  M a rk e to lo g is ts ," Tournal 
of M ark e tin g . V ol. 24 , N o . 2 , O c to b er, 1959, p p . 3 7 -4 0 .
CHAPTER VI
ECONOMIC ENVIRONMENT AND MANAGERIAL DECISION MAKING
Among the  env ironm ental fac to rs  a ffec ting  m anagerial d e c is io n  
m aking, som e co n d itio n s of th e  econom ic environm ent are  co n sid ered  
by many b u sin essm en  to  be g en era lly  beyond th e ir  own power to  in ­
f lu en c e . They re a liz e  th a t they  a re  a ffe c te d  by g en era l b u s in e ss  
tre n d s , but c a n , on th e ir  own in flu en ce  th e  tren d s  l i t t l e ,  or not a t 
a l l .  R ather, th ey  v iew  th e  g en era l b u s in e s s  tren d  in  term s of 
ex p ec ted  and  curren t consum er d em an d s. In  th is  c a s e ,  m anagers 
w atch  th e  f lu c tu a tio n s  in  consum er dem ands and attem pt to  a d ju s t 
to  them .
In th is  c h a p te r , c o n s id e ra tio n  w ill  be  g iven  to  th e  behav io r of 
b u s in e s s  firm s under tw o g e n e ra l ty p e s  of econom ic tren d s ; an  upsw ing 
in  b u s in e s s  a c tiv ity  or a g en era lly  ex p ec ted  sm alle r dem and. More 
em phasis w ill  be  g iven  th e  la t te r  cond ition  a s  i t  occurred  in  th e  early  
1930 's b e c a u se  of th e  u n iq u en ess  of som e m anagem ent's d e c is io n s  to  
a ttem pt to  expand s a le s  in  th e  fac e  of w id esp read  ad v erse  c o n d itio n s .
■^George K atona, P sy ch o lo g ica l A nalysis of Economic Behavior 
(New York: M cG raw -H ill Book C om pany, I n c . ,  1951), p .  230.
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In  a d d itio n  to  g e n e ra l econom ic t re n d s , th e  fac to rs o f com peti­
t io n , and techno logy  w ill  a ls o  be c o v ered .
A . G en era l Econom ic C onditions
1. G en era l In c re a se  in  Dem and
Katona s ta te s  th a t  em p irica l ev id en ce  show s th a t  b u sin essm en  
u su a lly  seem  to  have  "fa irly  d e fin ite  no tions about th e  econom y's
4
approxim ate p o s itio n  in  th e  b u s in e s s  c y c le ." ^  W hether or not th e s e  
ex p ec ta tio n s  a re  t ru e , th ey  g en e ra lly  a ffe c t a m anager's  d e c is io n s . 
W hen th e re  i s  a g en e ra l o p tim is tic  outlook for th e  econom y, a m anager 
commonly in te rp re ts  su ch  an  ou tlook  a s  an  expected  larger dem and for 
h is  p ro d u c t. W h eth er th e  e x p e c te d  in c re a s e  in  demand com es from 
th e  g en e ra l o p tim is tic  o u tlo o k , or from an  expec ted  in c re a se  in  
dem and in  a  p a rtic u la r  a re a ,  th e re  a re  th ree  general p o s s ib il i t ie s  
regarding  output and p ric ing  fac in g  th e  b u s in e ssm a n . He may keep 
production  c o n s ta n t w h ile  ra is in g  p ric e s ; he  may in c re a se  bo th  volum e 
and p ric e s ; or he  may in c re a s e  volum e w hile  keeping p rices  c o n s ta n t.
From rep o rted  o b se rv a tio n s , m an ag ers , in  g e n e ra l, have  a d e s ire  
to  in c re a se  vo lum e. B usinessm en  report th a t price r is e s  a re  too r is k y . 
They u su a lly  c o n s id e r  th e  p o s s ib le  re a c tio n  of custom ers and  b u s in e s s ­
m en. C onsum ers may in c re a s e  p u rch a se s  a fte r  a p rice  r ise  in
^ I b id . , p .  222 . The d is c u s s io n  on a  genera l in c re a se  in  
dem and fo llow s C h ap te r X.
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a n tic ip a tio n  of fu rther in c re a s e s ;  th e  p rice  in c re a se  may not a ffec t 
demand for c e r ta in  p roducts ; or th e 'q u a n tity  dem anded may drop b e ­
c a u se  of a  p rice  in c r e a s e .  From inform ation reported  in  su rv e y s , 
some b u s in e ssm e n  a re  aw are  of th e s e  p o s s ib i l i t ie s ,  and  th e  u n ce r­
ta in ty  is  w hy m anagers c o n s id e r  p rice  in c re a s e s  r is k y .
M any m anagers a ls o  are  u n certa in  a s  to  how com petito rs w ill 
re a c t to  a p rice  m ovem ent. That if  com petito rs do not follow  su it 
they  may e n la rg e  th e ir  sh a re  of th e  m arket is  the  b e lie f  of som e 
b u s in e ssm e n . S om etim es, p rice  in c re a s e s  can be m ade only a fte r  
a  te c h n ic a lly  in v o lv ed  p ro c e s s .  In c reas in g  p rices  may m ean changing  
th e  p rice s  o f a l l  item s to  keep  a proper p r ic e -re la tio n  be tw een  d iffe r­
en t p ro d u c ts , w h e re a s , red u c tio n  in  output can  u su a lly  be  re s tr ic te d  
to  one or a  few p ro d u c ts . D e c is io n s  on re s tr ic tio n  of output can  
genera lly  be  m ade more e a s i ly  th an  p rice  re tra c t io n s . Output can  be 
cu t back  i f  an  in c re a s e  in  dem and i s  not m a te ria liz e d , but a re tra c tio n  
in  p ric ing  may hav e  a d v e rse  c o n seq u en ces  on the  b u s in e s s .  H ow ever, 
th e re  a re  no c o n c lu s io n s  a s  to  d e c is io n  in  sp ec ific  s itu a tio n s  th a t w ill  
be  v a lid  for a l l  b u s in e ssm e n .
Katona s ta te s  th a t  em p irica l dem and d a ta  are not a v a ila b le  r e ­
garding th e  frequency  w ith  w hich  th e  p o ss ib le  d e c is io n s  have a c tu a lly  
been  m ade, bu t i t  c an  be  concluded  th a t b u sin essm en  w ill  frequently  
rea c t to  an  e x p ec te d  in c re a s e  in  dem and by in c reas in g  output w hile  
holding p r ic e s  s te a d y .
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2 . G enera l D e c re ase  in  Demand
There i s  pe rh ap s no m ajor change in  b u s in e ss  a c tiv ity  w ithou t 
some ad ju stm en t in  b u s in e s s  in v e n to r ie s . Young has po in ted  out 
th a t ,  "F requently  th e  e x is te n c e  of e x c e s s iv e  or subnorm al s to ck  h as 
b een  th e  prime m over se ttin g  in to  m otion th e  w hole com plex of e v en ts
Q
th a t accom pany c y c l ic a l  changes in  b u s in e s s ."  W hatever th e  norm al 
le v e l o f inventory  i s ,  w ould  vary  from industry  to  in d u s try , and from 
com pany to  com pany , depending  on th e  products and p o l ic ie s .
A p e s s im is tic  g e n e ra l econom ic outlook seem s to  be th e  m ost 
im portant fac to r lead in g  to  e x p ec ta tio n  of low er s a l e s . At any g iven  
tim e in  w hich b u s in e ssm e n  fee l a  downward tren d  is  em in en t, m ajpr 
b u s in e s s  d e c is io n s  may follow  sim ila r c ircu m stan ces o f th e  p reced ing  
s e c t io n . Follow ing th e  tra d itio n a l ap p ro ach , reduc tion  of p rice s  may 
be  the  f irs t  and  forem ost d e c is io n . This view  may be supported  by a 
p sy c h o lo g ic a l d e s ire  to  m ain tain  v o lum e. But i t  h a s  b een  found th a t 
b u s in essm en  o ften  c o n s id e r  m atters th a t speak  a g a in s t th is  ty p e  of 
d e c is io n .
M any b u s in e ssm e n  c o n s id e r a reduc tion  of p rice s  to  be r is k y . 
M anagers a re  concerned  w ith  th e  w ay in  w hich custom ers view  th e
3
C h arle s  E . Young, "New B u s in e sse s , B usiness and F a ilu re s , 
and  In v e n to r ie s ,"  in  H erber V. Procknow , e d . .  D eterm ining th e  B u sin ess  
O utlook (New York: H arper and B ro thers , 1954), p„ 365„
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low ering of p r ic e s ,  and from su rv e y s , b u sin essm en  th ink  th a t custom er
4rea c tio n  canno t be  fo re s e e n . I t i s  uncerta in  w hether custom ers 
c o n sid e r th e  red u c tio n  a  tem porary m easu re , soon to  be ra is e d  again ; 
th e  beginning  of a  s e r ie s  of red u c tio n s; or a new s ta b iliz e d  le v e l .  
M anagers a ls o  frequen tly  ra is e  th e  q u estio n  of how com petitors w ill 
re a c t to  p rice  re d u c tio n s . If th e  com petitor does not follow s u i t ,  an  
advan tage  may acc ru e  to  th e  p rice  reducer; but th e re  a lso  may be d i s ­
ad v an tag es to  a  p rice  red u c tio n . If two products are  s im ila r, a  low er 
p rice  on one may conno te  an  in fe rio r product,. If com petitors follow  
s u i t ,  th e  a d v an tag e s  w ould be s im ila r fo r a l l .  In  add ition  to  th e  
u ncerta in ty  o f p robab le  re a c t io n s , many b u sin essm en  b e liev e  th a t a 
p rice  red u c tio n  is  ha rd  to  r e t r a c t»
It is  p ro b a b le , th e re fo re , th a t  m anagers p refer to  reduce  output 
ra th e r th a n  red u ce  p r ic e s .  This i s  not to  say  th a t p rices w ill no t be 
low ered  if  a d e c lin e  in  s a le s  i s  expec ted ; i t  is  only th a t m anagers have  
re a so n  to  p refe r p ric e  r ig id ity . The re c e ss io n  and d ep ress io n  of the  
1930 's w itn e s se d  many p rice  re d u c tio n s .
M anagers a re  not lim ited  to  th e  two a lte rn a tiv e s  of reducing  
p rice s  or o u tp u t. O ther a lte rn a tiv e s  have been  fo llow ed . W ith  a 
.reduction  or a n tic ip a te d  red u c tio n  in  s a l e s , some managers, may attem pt 
to  low er c o s ts  fu rth e r—p rices  may be reduced  a fte r  low er c o s ts  are
4
Katona, qj3_. c i t . , p .  224.
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re a liz e d ; th u s , c o s t-p r ic e  re la tio n s  and opera ting  p ro fits  a re  m ain­
ta in e d . O ther m anagers may m ake in d irec t p rice  red u c tio n s by c h an g ­
ing th e  term s of s a l e ,  low ering  qua lity ; o r , th ey  may change the  
p roducts to  s tim u la te  s a le s  in  sp ite  of g en era l a d v e rse  c o n d itio n s . 
A dvertising and  s a le s  e ffo rts  may a lso  be in c re a s e d .
Follow ing a re  exam ples of how firm s have  a tte m p te d , and 
apparen tly  w ith  som e s u c c e s s ,  to  m aintain  and in c re a se  s a le s  and 
p ro fits  during th e  a d v erse  periods of the  ea rly  1930*s.
D ick in son  a sk e d  th e  S tandard  S ta tis t ic s  C om pany, I n c . , to  
p repare  a  l i s t  of com panies w hose  earn ings w ere  above th e  average  
during 1930.^  I t  w as found th a t  a la rge  num ber of com pan ies w ere 
making more money in  1930 th a n  in  th e  boom y ear of 1929. Many 
more w ere m aking a lm ost a s  m uch. R esu lts  from a survey  of c ro s s -  
se c tio n  of b u s in e s s  show w hat d e c is io n s  th e s e  b u sin essm en  reach ed  
during the  f i r s t  y e a r  of th e  d e p re ss io n .
The A m erican S afety  Razor Company doubled e ffo rts  to  pe rfec t 
m erch an d ise . The com pany a ls o  in te n s if ie d  i ts  se llin g  e ffo rts  and  
con tinuously  encou raged  th e  sa le sm e n . The firm sought and rec e iv e d
i
d e a le r  c o o p e ra tio n . The ad v e rtis in g  budget w as not d ec rea sed ; in s te a d ,  
th e  com pany m ade a  more c r i t ic a l  exam ination  of w here a d v ertis in g
^Roy D ic k in so n , "W eathering th e  D e p re s s io n .11 P rin te r 's  In k . 
Vol. 153, N o . 4 ,  O ctober 2 3 , 1930, p p . 3 ff .
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th e  com pany m ade a more c r i t ic a l  exam ination  of w here ad v ertis in g  
copy w a s  p la c e d . No s a la r ie s  w ere  lo w ered . The razo r company 
in c re a se d  d is tr ib u tio n  a t a  low er c o s t per u n it.
The G en era l Foods C orporation  in troduced  new products in  1930. 
P ackag ing  w a s  a ls o  im proved . The com pany did low er p rices  some 
w hich  h e lp e d  m ain ta in  th e  sam e volum e of c a sh  s a l e s .  A dvertising 
w as co n tin u ed  on  th e  sam e s c a le  a s  th a t  of 1929. M onthly in v en ­
to r ie s  w ere  m ade of d is tr ib u to rs  to  se e  ex ac tly  w here ex tra  s a le s  
effort w as n e e d e d . S a le s  te rr i to r ie s  w ere  reduced  in  s iz e  so  a s  to  
en ab le  sa le sm e n  to  do more in te n s iv e  w o rk . In teg ra tio n  of recen tly  
m erged com pan ies m ade for more e ff ic ie n t m ethods of o p e ra tio n .
The Air R eduction  Com pany sough t new u se s  for i ts  to o ls .  M r. 
C . E. A dam s, P re s id e n t of th e  firm s ta te d  th a t in  periods of d e p re s ­
s io n s  th e  a p p lic a tio n  of to o ls  i s  o ften  s tim u la ted  in  order to  bring 
about econom ies th a t  m ight be overlooked  in  periods of g rea t e x p an - 
s io n . The com pany found i t  a d v is a b le , and even  n e c e ssa ry  to  
in c re a s e  th e  num ber of p e rso n n e l in  th e  app lied  engineering  f ie ld  to  
work w ith  cu sto m ers incstudying  sp e c if ic  problem s and to  he lp  the  
custom ers in c re a s e  e ffic ien cy  in  the  shop operations by using  Air 
R eduction p ro d u c ts .
^ Ib id . , p . 8
mThe Bon Ami Com pany a ttr ib u te d  i ts  b e tte r  th an  average  record  
in  1930 to  c e r ta in  econom ies re a liz e d  in  th e  fac to ry  and in  genera l 
o p e ra tio n s . The P re s id e n t of th e  com pany fe lt  th a t th e  s iz a b le  in ­
c re a se  in  th e  a d v e rtis in g  app rop ria tions and an  in c re a se d  s a le s  effort 
a lso  co n trib u ted  to  th e  firm 's  p o s it io n . A nother con tribu ting  fac to r 
to  th e  favorab le  p o s itio n  of th e  com pany w as a  w e ll known product a t 
a sm all p r ic e . The com pany a ls o  made su re  th e  q u a lity  of th e  p roduct 
w as m ain ta ined  a t a l l  t im e s . Thus i t  seem s th a t  d e c is io n s  regarding 
econom ies w ith in  th e  fa c to ry , a d v e rtis in g , s a le s  e ffo rt, and m ain­
ten a n ce  of q u a lity  in  th e  product acco u n ted  for a  re la tiv e ly  su c c e s s fu l  
p o s itio n  in  a g e n e ra l pe riod  of d e c lin e .
D e c is io n s  m ade in  1929 to  m ain tain  q u a lity  in  th e  product in s te a d  
of co n sid erin g  th e  q u e s tio n  of p rice  only w as fe lt by th e  P resid en t o f 
the  Real S ilk  H osiery  M ills  to  be a lead in g  fac to r in  th a t firm 's  favo r­
ab le  p o s it io n . The P re s id e n t s ta te d  th a t o ther m ills w ere  m anufacturing 
g rea t am ounts o f m erchand ise  co n sid erin g  only p r ic e . The company 
further deve loped  i t s  s a le s  o rg an iza tio n  p lan s  w hich  w ere  made in  
1929. Even a fte r  th e  s to c k  m arket c ra s h , th e  com pany d ec id ed  to  go 
through w ith  i t s  p la n s .  As of th e  la t te r  p a rt o f 1930, Real S ilk 's  M ills  
w ere w orking day  and  n igh t a s  th ey  had  b een  a l l  y e a r . In  a t l e a s t  one 
departm ent i t  h ad  b e en  n e c e s sa ry  to  work overtim e for se v e ra l w e e k s .
The com pany em ployed more peop le  in  th e  F a ll of 1930 th a n  it 
did in  1929. There w ere  no w age  and  sa la ry  red u c tio n s  and  no fo rced
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v a c a tio n s . During 1930, b u s in e s s  in c re a s e d  every month of th e  
correspond ing  month of th e  p rev io u s y e a r .  In  sum m ary, d e c is io n s  
to  b u ild  a  s tro n g er s a le s  program  and m ain tain  q u a lity  seem  to  be 
the  decid ing  fac to r in  th e  f irm 's  p o s it io n .
The A . P . W . P aper Com pany had  an  in c re a se  in  s a le s  w h ile  
o th er firms w ere  ex p erien c in g  lo s s e s .  A . P . W . 's  P resid en t fe lt th e  
c re d it w ent a lm ost e n tire ly  to  d is tr ib u to rs  and th e  s a le s  fo rc e . The 
com pany cam e ou t w ith  no new product; ra th e r , a po licy  of slow ly  and 
sy s te m a tic a lly  reducing  th e  num ber of item s m anufactured w as fo llo w ed . 
The com pany c o n s is te n tly  a d v e r t is e d , a lthough  m odestly  a t  f i r s t .
P lan s w ere  to  slow ly  augm ent th e  p re s e n t a d v ertis in g  using  more 
sp a c e  and v a rio u s m ed ia . At th e  tim e of th e  re p o rt, th e  com pany fe lt 
th e  fav o rab le  p o s itio n  re s u lte d  m ainly from c o n s ta n t a tte n tio n  to  th e  
s a le s  force and d is tr ib u to rs  and  th e  com pany 's  re fu sa l to  adm it bad  
t im e s .
N ationa l B iscu it Com pany w as ano ther com pany th a t fared  b e tte r  
th an  av erag e  a t th e  beg inn ing  of th e  d e p re s s io n . The com pany under­
took no new p o lic y , b u t fo llow ed th e  a lre ad y  e s ta b lis h e d  p o licy  of m aking 
th e  b e s t  p roduct to  rea ch  th e  custom er in  th e  b e s t  p o ss ib le  c o n d itio n .
The com pany fe lt th is  w as  e s p e c ia lly  im portan t in  bad  tim es w hen th e  
consum er may h e s i ta te  over a p u rc h a se . New products w ere co n tin u ­
o u sly  brought out w h ile  old on es w ere  d ropped . P ackages w ere  im­
p ro v ed , and  th e  com pany opened  new b ran ch es  w hen opportunity  in v ite d
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i t .  The company a d v e rtis e d  g e n e ro u s ly . The p re s id en t of th e  company
7s a id ,  "W hen money is  s c a rc e ,  w e  w ork harder for our sh a re  of i t . "
For th e  f irs t  nine m onths of 1930, n e t p ro fits  w ere  $795 ,020  over 
the  corresponding period  of th e  boon  y e a r ,  1929.
The U . S .  D airy P roducts C orpora tion  w en t under th e  a ssum ption  
th a t w ith  buying pow er c u r ta ile d , p u rch asin g  w ould  be down; so  the  
com pany launched  a v igorous cam paign  for new custom ers  and got 
them . Further, th e  firm fe lt  th a t s a le s  for c e r ta in  p roducts w ould 
go down; th u s , e ffo rts  to  move o th er p roducts w ere  in te n s if ie d .
C lo se r a tten tio n  w as paid  to  ad v e rtis in g ; i t  w as made to  fit d ifferen t 
cond itions in  d ifferen t te r r i to r ie s .  In  som e c a s e s ,  p r ic e s  w ere  red u ced , 
and an  in c re ase  in  a d v e rtis in g  re s u lte d  in  in c re a se d  s a l e s .  In  o ther 
c a s e s ,  th e  q u a lity  of c e r ta in  p ro d u cts  w as  in c re a s e d . For th e s e  
p ro d u c ts , th e  company ra is e d  i t s  p r ic e s  and  aim ed ad v e rtis in g  for 
th e s e  p roducts to  c e r ta in  c la s s e s  of c u s to m e rs . For th e s e  p ro d u c ts , 
s a le s  w ere a lso  in c re a s e d . The com pany a ls o  s tr iv ed  to  e lim ina te  
w a s te .  In terchange of raw m a te ria ls  among v a rio u s  milk and  ic e  cream  
su b s id ia r ie s  sav ed  much m oney. In  som e a r e a s ,  th e  com pany could  
not keep  a ll  pe rso n n el em ployed , bu t in s te a d  of lay ing  them  o ff , th e
7 Roy D ick in so n , "W eathering  th e  D e p re s s io n ,"  P r in te r 's  Ink .
Vol. 153, N o. 5 , O c to b er.3 0 , 1930, p .  12.
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em ployees w ere  tran sfe rred  to  o ther a r e a s .  At th e  tim e of th e  report 
no perso n n el or w ag es had  b een  re d u c e d .
At th e  beginning  of 1930, th e  e x e c u tiv e s  of H olland  Furnace 
Company met to  p lan  o p e ra tio n s for th e  en su in g  y e a r . I t w as th e  
c o n se n su s  th a t in  tim es of c u rta ile d  p u rch asin g  po w er, consum ers 
w ould  p u rch ase  n e c e s s i t ie s  in s te a d  o f lu x u r ie s . W ith  th is  in  m ind, 
th e  com pany se t forth  a program  w ith  th e  la rg e s t  s a le s  o rg an iza tio n  
in  th e  com pany 's h is to ry  b ack ed  by  a n  in c re a s e d  ad v e rtis in g  appro ­
p r ia tio n . As of th e  m iddle of 1930, i t  w as  too  ea rly  to  note any 
sp e c if ic  r e s u lts  a s  th e  h e a te r  buying s e a s o n  had  not y e t s ta r te d . The 
com pany fe lt su re  th a t  p o s itiv e  r e s u l ts  w ould  a c c ru e .
Boylan repo rted  th a t th e  D rake tt Com pany d id  no t do anything 
sp e c ta c u la r  to  in c re a se  s a le s  42% during  1930. But th e  com pany 
d id  make d e c is io n s  for p o s itiv e  a c tio n  in  th a t  a s  s c ie n tif ic a lly  a s  
p o s s ib le ,  i t  d eveloped  a p roper s a le s  requ irem ent for each  d iv is io n  
and m arket trad ing  a re a . S a lesm en  w ere  su p p lied  w ith  popu la tion  
f ig u re s , s ta t i s t ic s  on a d v e rtis in g  c irc u la tio n  and s a le s  ex p erien ce  
for each  trad ing  a re a ,  c ity  and  to w n . Sound p o l ic ie s ,  e ffec tiv e  
a d v e r tis in g , and e ffic ie n t s a le s  m anagem ent w ere  b e lie v e d  to  have
Q
b een  th e  c a u se s  of th e  s a le s  in c r e a s e .
®A. H . B oylan , " In ten siv e  S e lling  Jum ped D rano S a les  42 Per 
C e n t ,"  P r in te r 's  In k . Vol. 153, N o. 7 ,  N ovem ber 13, 1930, p p . 3 -6 .
The d e c is io n  of m anagem ent a t  th e  Com fort C oal-L um ber 
Com pany to  make sa le s p e rso n s  out o f a l l  em ployees h e lp ed  in  putting  
th e  com pany in  a favorab le  p o s itio n  during th e  ea rly  m onths o f th e  
d e p re s s io n . The com pany m anagem ent fe lt  l ik e  th e  b e s t  w ay to  lick  
th e  d e p re ss io n  w hs to  s e l l  m erc h an d ise . The m ain q u e s tio n  faced  
w a s ,  "H ow ?" The firm fe lt i t  cou ld  h ire  no a d d itio n a l s a le sp e o p le  
w hen demand w as o ff , p ay ro lls  in  th e  a re a  w ere  dropp ing , and  b u s i ­
n e s s  cond itions w ere  beg inn ing  to  t ig h te n  u p . M anagem ent h it upon 
th e  id e a  of se llin g  th e  id ea  of a l l  em p loyees se llin g  com pany p ro d u c ts . 
No prem ium s, b o n u se s , p r iz e s ,  o r any th ing  in  a  rem unerative  natu re  
w as offered  a s  an in ce n tiv e  to  s e l l .  The em ployees w ere  a sk e d  to  
"c re a te  s a le s "  among th e ir  f r ie n d s , n e ig h b o rs , and speak ing  a c ­
q u a in ta n c e s . As a  r e s u l t ,  a c c o u n ta n ts , o ffice  w orkers and v a rio u s  
o th e r pe rso n n el began  to  bring in  s a le s  from th e ir  o ff-du ty  c o n ta c ts . 
The com pany fe lt th a t  p a rtic ip a tin g  in  se llin g  changed  th e  a tt i tu d e  of 
th e  e n tire  o rg an iza tio n  and s a le s  p o te n tia l  w a s  uncovered  in  se v e ra l
Q
a re a s  of the  com pany.
One company adopted  a  sh o rt-te rm  p ra c tic e  of se llin g  w ithou t 
p ro fits  to  keep  w orkers em ployed . The H ardm an, P e c k , and C om pany, 
p iano  m anufac tu rers , had  a s  th e ir  s lo g a n , " th e ir  hands s h a ll  no t be
^Hiram B lau v e lt, "We Put Our W hole O rg an iza tio n  to  W ork 
S e l l in g ,"  P r in te r s  In k , Vol. 153, N o . 5 , O c tober 3 0 , 1930, p p . 3 -6  ff.
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id le ."  The company con fid en tly .lo o k ed  forw ard to  new  p ro sp e rity ,
bu t th e  p re se n t co n ce rn  w as to  keep  th e  em ployees w orking now
(1931). M anagem ent offered to  s e l l  for s ix  d a y s ,  a b so lu te ly  w ithou t
any p ro fit any p iano  i t  m ade. S a les  for th e  s ix  days w ere  te n  per cen t
o f th e  to ta l  1930 s a l e s .  I t w as repo rted  th a t w ith  th e  ex p ira tio n  of
th e  s a le s  p e rio d , s a le s  w ere ex p ec ted  to  re tu rn  to  a  norm al v o lu m e .^
The American C hain  Com pany w as co n v in ced  th a t  1930 w as th e
b e s t  tim e to  a d v e r t is e .  A lthough the  com pany a d v e r tis e d  a l l  th e  tim e ,
i t  w as fe l t  th a t th e  b u s in e s s  s itu a tio n  in  1930 o ffe red  a p a rtic u la r
p ro p itio u s a d v e rtis in g  opportun ity . This a d v e rtis in g  w as se p a ra te
from reg u la r  s a le s  a d v e r tis in g . In Septem ber 1930, th e  c h a in  com pany
b eg an  a cam paign  of in s titu tio n a l ad v e rtis in g  th a t  w a s  to  run  in to  1931.
A m ajor e x ec u tiv e  of th e  com pany sa id :
W e b e lie v e  th a t  ad v ertis in g  now w ill  a cco m p lish  two m ajor 
p u rp o se s— and p o ss ib ly  a  th ird . Our cam paign  w ill a ttra c t  
more a tte n tio n  th an  i t  might a tt ra c t  a t o th e r t im e s . I t  w ill 
te n d  ac tu a lly  to  build  b u s in e s s  during a period  o f g e n e ra l 
s la c k n e s s  and prepare  th e  w ay for new s a le s  ach iev em en ts  
in  1931 and  1932. And p o ss ib ly  in  i t s  c o u rs e , i t  w ill  co n ­
tr ib u te  by exam ple—to  b u s in e s s  c o n fid e n c e , to  th e  r e s to ra ­
t io n  of m orale in  the  v a rie d  m arkets and  th e  v a rie d  in d u s tr ie s  
in  w h ich  and to  w hich th e  A m erican C ha in  C om pany, I n c . ,  and 
i ts  a s s o c ia te d  com panies s e l l .* *
■^Bernard A. G rim es , "S e lls  P roducts W ithou t Profit to  Keep 
W orkers E m ployed ," P r in te r 's  In k , V ol. 154, N o . 5 , January  29 , 1931, 
p p . 9 5 -9 7 .
**Jay O . L a sh a r, "Acco S trik es W hile  Iron  Is  H o t ,"  P r in te r 's  In k , 
V ol. 153, N o. 1 , O ctober 2 ,  1930, p .  4 1 .
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As th e  d e p re ss io n  w ore on in to  1934, many m anagem ents w ere  
s t i l l  b ringing out new p ro d u c ts , red esig n in g  p a c k a g e s ,  and  a d v e r­
tis in g  to  keep  a n d /o r  g a in  s a l e s .  Those w ho fe lt  th a t  th e ir  h o u se s  
w ere  in  order w ere  forced  by th e  p ace  of change  to  reg a rd  com ­
p lac en c y  a s  a d e c is iv e  l ia b i l i ty . ^
After P re s id e n t H oover's  con fe rence  w ith  b u s in e s s  and  in d u s tr ia l 
le a d e rs  la te  in  1929, many firms h e ld , a t  l e a s t  for th e  tim e b e in g , to  
a  "no w age cu t p o lic y ."  Some firm s red u c ed  th e  w orking  day  in s te a d  
of th e  working f o r c e .*3 During th e  f ir s t  tw o y e a rs  of th e  d e p re ss io n  
w ag es  w ere kep t re la tiv e ly  h ig h . By 1932, how dver, many firm s w ere  
w ithou t p ro f its , and  many p re s su re s  c a u se d  w age Cuts u n til th e  fe ll  
c o n s id e ra b ly . Some b u s in e ssm e n , p a rticu la rly  la rg e  e m p lo y ers , 
in flu en ced  by th e  P re s id e n t, e co n o m is ts , and  lab o r le a d e r s ,  ten d ed  
to  keep  w ag es re la tiv e ly  high  to  m ain tain  pu rchasing  pow er in  an  effort 
to  com bat th e  d e p re ss io n . There w ere  more w age c u ts  in  sm a lle r 
com panies th an  in  larger o n e s . It w as co n ten d ed  th a t  sm a lle r  firm s 
w ere  " le s s  en ligh tened" th a n  la rg e r f irm s, and  a ls o  th e y  w ere  not a s  
fu lly  in  pub lic  and governm ental v ie w . 14
12Raymond W illoughby , "P ro g re ss , If  Not P ro s p e r i ty ,11 N ations 
B u s in e s s . Vol. 22 , N o. 11 , N ovem ber, 1934, p .  36 .
13"This Time They D id Not Cut W a g e s ,1! B u s in e ss  W ee k .
January  1, 1930, p .  23.
^ M u rra y  N . R othbard. A m erica 's  G rea t D e p re s s io n  (P rince ton . 
New Je rsey : D . Van N ostrand C om pany, I n c . ,  1963), p .  2 9 2 .
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D uring a re c e s s io n  or d e p re s s io n ,  many firm s te n d  to  reduce  
inventory, and re ly  on sm all o rders in  carry ing  out h an d -to -m o u th  
b u y in g . E x is ten ce  of a ttitu d e s  of fea r and  c a u tio n  i s  a  co n d itio n  
favoring h an d -to -m o u th  buy in g . A d e p re ss io n  le n d s  i t s e l f  to  m aking 
no com m ittm en ts, or to  h e s ita n cy  in  making them  beyond  th o se  a b ­
so lu te ly  n e c e s s a ry . Inventory  v a lu e  may be lo s t  w hen  p r ic e s  d e c lin e . 
Rapid ch an g es  in  demand for sm all lo ts  com pelled  m anufactu rers  to  
adopt more flex ib le  o rgan iza tion  and  p o l ic ie s .  T his a d a p ta tio n  h as 
been  m ade p o s s ib le ,  in  p a r t ,  by p ro g ress  in  m anufacturing  techno logy  
and im provem ent in  tran sp o rta tio n  and com m unica tion .
T osdal s ta te d  th a t th e re  had  b e en  re la tiv e ly  few e x te n s iv e  
s tu d ie s  on h an d -to -m o u th  buy in g , bu t from o b se rv a tio n s  and  c o lle c te d  
c a s e s  a  g e n e ra l s ta tem en t could  be  m ade; in  num erous l in e s  and for 
many sp e c if ic  co m p an ie s , a tren d  to  a  la rg e r  p ropo rtion  of sm a lle r 
orders had  b e en  u n d ertak en . A lthough th e  d a ta  w ere  c o lle c te d  th ree  
d e c a d e s  a g o , th e  e ffec t of h an d -to -m o u th  buying  on b u s in e s s  firm s 
seem s ju s t  a s  ap p lica b le  to d a y .
For th e  m anufactu rer, th ere  a re  r isk s  and  d if f ic u ltie s  in  producing 
for m a rk e ts . M anufactu rers who produced  for firm  forw ard o rders could  
reg u la te  p ro d u c tio n , em ploym ent, and  p u rch a se  of raw  m ate ria ls  more
■^Harry R. T o sd a l, "H an d -to -M ou th  B u y in g ,"  H arvard  B u sin ess  
R eview , Vol. 11 , N o. 3 , A pril, 1933, p p . 2 9 9 -3 0 6 .
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e a s ily  and  w ith  l e s s  risk  th a n  c a n  g e n e ra lly  be  done w ith  sm a lle r  
o rders for im m ediate  d e liv e ry .
W h o le sa le rs  who took  advance  o rders from re ta i le r s  had  much 
more a s su ra n c e  in  buying from m an u fa c tu re rs . In  h a n d -to -m o u th  
b u y in g , re ta ile rs  te n d  to  sh if t  inven to ry  w ith  i t s  concom m ittan t r isk s  
and c o s ts  to  th e  w h o le sa le r . The w h o le sa le r  in  tu rn , te n d s  to  sh ift 
inven to ry  back  to  th e  m anufactu rer— som etim es w ith  s u c c e s s .  R e ta ile rs  
giv ing no ad v an ce  o rders to  w h o le s a le r s ,  and  w h o le sa le rs  to  a  sm aller 
and  sm alle r ex ten t m aking ad v an ce  com m ittm ents to  m an u fac tu re rs , 
render th e  m anufacturers l e s s  a b le  to  a rran g e  h is  s c h e d u le s .
S m alle r, more frequen t o rders g e n e ra lly  r e s u l t  in  more c a l l s ,  
in c re a se d  c o s ts  per c a l l ,  in c re a s e d  c o s ts  p e r  u n it for h a n d lin g , 
b i ll in g , e t c . ,  re su ltin g  in  r is in g  m arketing c o s t s .  D uring th e  early  
1 9 3 0 's , ex cep t for som e narrow  sp e c ia lty  l i n e s ,  no sh o rtag e  of goods 
c a u se d  a  need  for advanced  b u y in g . By and  la rg e , m anufactu rers had  
to  g ear up for g re a te r  f le x ib ility  and m ain ta in  s to c k s  a t co n v en ien t 
p o in ts  and  ex ert more con tinuous s a le s  e ffo r t.
T osda l s ta te d  th a t  som e f irm s , in  o rd er to  in c re a s e  o rder s iz e  
and  encou rage  forw ard b u y in g , have  u se d  p r ic e  in d u c e m e n ts . P o s t­
dating  on s p e c ia l  c re d it term s have  a ls o  b e e n  u s e d . Some firm s 
e s ta b lis h e d  minimum s iz e  o rd e rs , and  c o o p era te d  c lo s e ly  w ith  
r e ta ile rs  and  w h o le sa le rs  in  m ain tain ing  s to c k s  to  a v o id  f i l l  in  o rd e rs .
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O ther firms re s tr ic te d  s o lic i ta t io n  of o rder to  p ro fita b le  or p o ten tia lly  
a c c o u n ts , or to  buyers who gave s iz a b le  o rd e rs .
Not a l l  firm s encouraged  la rg e  s iz e  o rd e r s . In a n  a ttem pt to  
p reven t overstock ing  and unba lancing  in v e n to r ie s , and  to  p reven t 
w orking c a p ita l se llin g  and s to rag e  s p a c e  from being t ie d  u p , th e  
N unn, B ush , and W eldon Shoe Com pany urged  d e a le r s ,  if  n e c e s s a ry , 
to  o rder only one pair of sh o es  a t a  t im e , d a i ly ,  by p o s t c a rd . The 
com pany did not co n s id e r th is  an  em ergency  m easure a s  it  h a d  been  
w orking on such  a  p lan  for se v e ra l y e a r s . I t re c o g n iz e d  th a t th e re  
w ou ld  be d iseconom ies in  p u rch asin g  h a n d -to -m o u th , bu t th e s e  would 
not be a s  g rea t p o s itiv e  lo s s  in  s a le s  due to  o u t of b a la n ce  s to ck  
w h ich  w ould cu t down on  range of s e le c t io n .
In  sum m ary, i t  can  be se e n  th a t  m anagers* d e c is io n s  a re  
a ffe c te d  in  v a rio u s  w ays by th e  g e n e ra l econom ic  cond ition  p re v a il­
in g . E xpecta tion  p lays an  im portant ro le  in  th e  d e c is io n  m aking 
p ro c e s s .  As im portant a s  the  econom ic c o n d itio n s  a r e ,  o ther fac to rs 
in  th e  econom ic environm ent a ls o  hav e  a n  e ffe c t on d e c is io n -m a k in g .
B . C om petitive  F ac to rs
W ith in  th e  econom ic environm ent b u s in e s s  firms g e n e ra lly  opera te  
w ith  a view  of th e  ac tio n s  of c o m p e tito rs . Among the  in f lu e n c e s  
e x e rted  by th e s e  a c t io n s , th o se  c o n ce rn ed  w ith  p ricing  a re  im p o rtan t, 
a s  w e ll a s  va rious forms of n o n -p rice  c o m p e titio n . As no ted  in
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C hap te r I I ,  tow ard the  la t te r  p a rt of th e  n in e tee n th  cen tu ry  a s  com ­
p e titio n  among firm s in c re a s e d , many com pan ies cu t p ric e s  in  an 
a ttem pt to  ga in  more s a le s  in  o rder to  p roduce  a t fu ll c a p a c i ty .
Strong com panies w ould o p e ra te  a t a lo s s  u n til  w eaker on es w ere 
fo rced  ou t of b u s in e s s , and  some firm s com bined to  fix  p ric e s  and 
d iv id e  the  m arket. These p ra c tic e s  le d  to  a n ti tru s t  and  p ricing  
le g is la t io n .
In th is  s e c tio n  a tte n tio n  w ill  be  g iv en  to  the  e ffe c ts  of co m p eti­
tio n  on p ricing  a s id e  from le g is la t io n . N ex t, c o n s id e ra tio n  w ill b e  
g iv en  to  o th er ty p e s  of co m p etitiv e  a c t io n ,  e . g .  n o n -p rice  co m p e titio n .
1. E ffects on P ricing
It i s  fe lt by many th a t  p rice  is  th e  p iv o ta l a c tiv ity  w ith in  th e  
c a p i ta l is t ic  system  of econom ic e n te rp r is e . S tan ton  h as d ec la red  
th a t ,  "P rice  becom es a hub around w h ich  the  sy s te m  rev o lv es; it i s  
the b a la n c e  w heel w hich k eep s  th e  sy s tem  opera ting  on an  even  k e e l .  
Im perfec tions in  p ricing  a re  an  in d ic a tio n  of im perfec tions in  the 
s y s te m .1,16
M any com plex fac to rs  a re  som etim es in v o lv ed  in  se ttin g  a se llin g  
p r ic e .  A ttention  in  th is  s e c tio n  w ill  b e  lim ited  to  com petitive  fa c to rs . 
W ith  th e  p rev a len cy  of m onopo listic  c o m p e titio n , a d v e r tis in g , and
^ S ta n to n ,  o p . c i t . , p .  432 .
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product d iffe ren tia tio n  in  th e  econom y, th e re  may be th e  tendency  to  
overlook th e  fa c t th a t th ere  i s  a c o n s id e ra b le  am ount of com petitive  
pricing  to d a y . Some m anagem ents may u se  p rice  com petition  by 
regu larly  offering p r ic e s  w hich  a re  a s  low a s  p o s s ib le .  A minimum 
of se rv ic e s  are  g en e ra lly  o ffered  w ith  th is  type  o f p rice  com petition .
In  a study of p rice  d e te rm in a tio n  a t th e  departm ent s to re  le v e l ,  B liss 
concluded  th a t hom ogeneity  of p roduct w h ich  m akes r iv a ls  fee l th a t 
th ey  have to  m eet low er p r ic e s  i s  m ost p rev a len t in  n a tio n a l b ra n d s .
In  some c a s e s ,  su ch  item s a re  f a i r - t r a d e d . I t  w a s  a ls o  concluded  
th a t  the  s lo w n e ss  of com petito rs in  fo llow ing p rice  c u ts  o ften  e n ­
courage " . . .  a c e r ta in  d is re g a rd  of th e ir  p robable  ac tio n s  by the  
p rice  s e t te r .
For goods carry ing  th e  p rice  se ttin g  s to re s ' p riv a te  b ran d , the  
determ ination  of p rice  i s  rem oved som ew hat from th re a t of re ta lia tio n , 
leav ing  th e  p rice  s e t te r  w ith  more freedom  in  decid ing  w hether to  s e l l  
a t ,  a b o v e , or below  th e  m arket p r ic e .  There is  p rice  le a d e rsh ip  ipt- 
som e departm ent s to r e s . M any departm en t s to re s  carry  c e rta in  lin e s  
fo r w hich they  c la im  lo c a l  le a d e r s h ip . The rep u ta tio n  for lead ersh ip  
i s  z ea lo u s ly  g u a rd ed . L ines in  p ie c e  g o o d s , h o u se w a re s , and w om en's 
w ear are o ften  l e a d e r s .  The p rice  s e t te r  know s th a t  h is  p rices  on such
17Perry B l is s ,  "P rice D e term in a tion  a t  th e  D epartm ent Store 
L e v e l. 11 Tournal of M a rk e tin g . V ol. 17 , N o . 1 , July, 1955, p .  45 .
239
lin e s  m ust be determ ined  w ith  th is  le a d e rsh ip  in  m ind. "U n less  he 
w ish e s  to  ch a llen g e  th e  le a d e rs h ip  of a  r iv a l ,  p rice s  m ust follow 
th e  h is to r ic a lly  s e t  p a t t e r n s ."18
M any firms follow  a p o licy  of m eeting p rice s  of any com petito r.
This is  done to  p reven t cu sto m ers  from going to  ano ther s e l le r  and 
le ttin g  th e  s e l le r  know th a t  p rice  cu ttin g  w ill  be  met q u ic k ly .
P rice  c u ttin g , a s  a form of p ric in g  c o m p e titio n , in v o lv es cu tting  
p rices  below  th e  e s ta b lis h e d  m arket le v e ls ,  or below  a p rev ious le v e l 
u sed  by th e  s e l le r .  P rice  s e ttin g  below  th e  m arket p rice  i s  g enera lly  
done in  th e  hopes of expand ing  s a l e s .  S tra ig h t p rice  cu ttin g  in v ite s  
re ta lia tio n . H ighly co m p e titiv e  m arkets (m arkets of s im ila r p roducts) 
frequen tly  ex p erien ce  p rice  cu ttin g  t a c t i c s .  P rice  c u ttin g , resu ltin g  
in  p rice  w a rs , som etim es o ccu rs  in  m arkets w hich  norm ally opera te  
under nonprice c o m p e titio n , w hen  firm s openly  seek  to  in c re a se  b u s i ­
n e ss  by p rice  c o n c e s s io n s .
. A p rice  w ar may not a c tu a lly  m ean th a t one firm i s  going a l l  out 
to  g a in  custom ers; i t  may m erely  b e  a  m aneuver among firms in  the  
m arket to  t e s t  and  re a d ju s t " lim ited  ag reem en ts w hich  o rd inarily  function  
under nonprice c o m p e titio n . s o -c a l le d  p rice  w ar may a lso  re p re se n t
*® Ibid., p .  46 .
19P au l T. H om an, e t .  a l . , The Econom ic O rder (New York;
H arcou rt, Brace and  C om pany , 1958), p .  251 .
20Ibid_., p .  252 .
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an  ap p ea ran ce  of som e underly ing  com petitive  fo rc e , lead ing  to  a 
more perm anent re a d ju s tm e n t re f le c tin g  tre n d s  of c o s t and  dem and.
In  in d u s tr ie s  c o n ta in in g  d iffe ren t s iz e s  of firm s (such  a s  th e  
petro leum  re f in e r ie s ) ,  th e  g ian t firm’s may u se  a p rice  w ar to  bring  a  
sm all firm in  l in e .  A p rice  w ar in  su ch  a  c a s e  w ould  se rv e  a s  a r e ­
m inder to  th e  sm a lle r  " in d ep en d en t"  to  not be  too  a g g re s s iv e . Som e­
tim es a sm a lle r  firm , an  " in d e p e n d e n t,"  may cu t i t s  p r ic e s .  I n  
re a c tio n  to  th is  p rice  c u t , a  la rg e  com pany may touch  off a  p rice  
w a r. The g a so lin e  in d u s try  is  su ch  an  ex am p le . H om an, e t .  a l . ,  
s ta te  th a t:
. . o th e  n a tio n a l re p u ta tio n  of th e  b ig  com panies 
m akes it  n e c e s s a ry  for th e  in d ep en d en ts  to  s e l l  a t a  
s lig h tly  low er p r ic e  in  o rder to  co m pensa te  for b u y e rs ' 
doub ts abou t th e  q u a lity  o f th e ir  p ro d u c t. A 'tra d itio n a l 
d if fe re n tia l ' ta k e s  s h a p e . But i f  an  in d ep en d en t t r ie s  
a g g re ss iv e ly  to  b u ild  volum e by  en la rg ing  th e  d iffe ren tia l 
(or to  g e t more b e n e f it  from i t  by e s ta b lish in g  a w ide  re p u ta ­
tio n  for q u a li ty ) , he may g e t to  be  enough of a n u isan ce  so 
th a t  th e  b ig  com pan ies  c u t in to  h is  d if fe re n tia l , or even  
e lim in a te  i t ,  by  p ric e  c u t s . 21
W hen la rg e r  firm s pu t p re s su re  on sm a lle r  independen ts through 
a p rice  w a r , i t  i s  m ost e ffe c tiv e  w hen  i t  is  con fined  to  th e  sm all firm 's  
a rea ; a llow ing  th e  la rg e r  firm s to  m ain ta in  ea rn in g s in  o th er a r e a s . 
H ow ever, a la rg e  firm  th a t  open ly  a tta c k s  a sm all com petito r, is  
v u ln erab le  under th e  a n ti t ru s t  la w s .  B ecause  of th is  f a c t ,  p rice  w ars
 ^*Loc. c i t .
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u su a lly  b e g in , on th e  s u r fa c e , w ith  a  lo c a l  group of d e a le rs .  The
4
refin ing  com pany c a n  support th e  d e a le rs  by making a  p rice  cu t in  h is  
tank  w agon p r ic e . The c o u rts  u su a lly  a c c e p t th is  p rice  reduc tion  a s  
"made in  good fa ith  to  m eet c o m p e titio n ."
A p rice  w ar may a ls o  be  a  w ay  of te s tin g  re la tiv e  m arket s tren g th  
among m ajor firm s in  a n  in d u s try . Some members of th e  industry  may 
not lik e  th e  e s ta b l is h e d  p rice  and c u t i t  to  one th a t su its  them  b e t te r .  
Firms w hich  l ik e  a  h ig h e r p rice  may e ith e r  a cc ep t th e  c h an g e , o r, th ey  
may undercu t th e  new  p rice  to  p un ish  th e  p rice  c u tte rs  and to  rev e rse  
th e  c h an g e . An open  p rice  cu t such  a s  th is  is  an  in v ita tio n  to  r e ta l ia ­
t io n . H om an, et„ a l . ,  conclude;; t h a t ,  "A firm th a t is  never w illing  to
fight in  order to  fo llow  th e  po licy  i t  reg a rd s  a s  b e s t for i ts  oWn in te re s ts
99may ex p ec t to  fa ll  b eh in d  in  th e  co m p etitiv e  s t r u g g le ." 6
There a re  v a ria tio n s  of p rice  c u tt in g . One v a ria tio n  in c lu d es  
" d e a ls ,"  w h ich  a re  tem porary  p rice  c u ts  to  in troduce a  new product 
or to  prom ote an  e s ta b l is h e d  p ro d u c t. U su a lly  th e s e  are  to le ra te d  in  
hopes th a t p r ic e s  w ill  soon  re tu rn  to  norm al. If  th e s e  d e a ls  a re  in  
e ffec t for to o  long  a  p e rio d  o f t im e , o th er firm s may r e ta l ia te .  The 
d e a ls  may lo s e  th e ir  e f fe c tiv e n e s s  a s  th ey  may becom e h ab itu a l 
p r ic e s —as th e y  som etim es do in  th e  drug and food in d u s try . The
^Loc. cit.
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custom ers may buy only th e  d e a l s ,  and over a  period  of tim e th e
g en era l p rice  le v e l  for th o s e  goods is  lo w ered .
A ccording to  M cC arth y , th e s e  d e a ls  may be d e s irab le  from the
firm 's  po in t o f v i e w . 23
If th e  firm  h a s  an  e la s t ic  dem and, and th e  p rice  i s  lo w ered ,
to ta l  revenue  w ill  in c r e a s e .  If  th e  firm fa c e s  an  in e la s t ic  dem and,
con tinuous u se  of d e a ls  may b e  unw ise b e c a u se  of an ex p an se  in  s a le s
a t  th e  e x p en se  of to ta l  re v e n u e . M cC arthy p o in ts  out th a t:
R esearch  s tu d ie s  on  foods and drugs have  su g g e s te d  
th a t  th e s e  d e a ls  do not change  lo n g -ru n  demand m uch, 
p robab ly  due to  in e la s t ic  dem and. W hile  th e  p a rticu la r 
firm 's  p roduct is  b e in g  o ffered  on a  d e a l ,  i t s  s a le s  may 
expand  by sw itch in g  b u s in e s s  from c o m p e tito rs . But w hen 
d e a lin g  s to p s , th e  b rand  s e t t le s  b ack  to  i ts  p red ea l le v e l -  
u n le s s  co m p e titio n  b e g in s  to  d e a l ,  in  w h ich  c a se  th e  
q u an tity  so ld  d e c re a s e s  d ra s tic a lly  .24
M any firm s u s e  co m p ariso n  sh o p p e rs— shoppers who go to
com petito r s to re s  to  de term ine  p ric ing  and  a r t ic le s  of co m p e titio n .
C om petitive  p ric in g  i s  c o n s id e re d  to  have i ts  g re a te s t  u se  for item s
o f w ide d is tr ib u tio n , w h ich  a re  e a s ily  id e n tif ie d  and com pared b e c a u se
o f brand  name or g ra d e , and  w h ich  are  c h a ra c te r iz e d  by high frequency
25of p u rch ase  o r a  u n it v a lu e .
23M cC arthy , o p . c i t . , p .  664.
2^Lo c . c i t .
25]3rown and D a v id so n ,  o p .  c i t . ,  p .  3 9 4 .
As p rev io u s ly  in d ic a te d , som e firms follow th e  po licy  of m eeting  
th e  p rice  o f any  c o m p e tito r. In  B oston , M a ss a c h u se tts , a  com parison  
w as m ade of p r ic e s  of 90 e a s i ly  id e n tif ie d , na tio n a lly  a d v e rtise d  
p roducts for s a le  in  e ig h t d ifferen t c h a in s .
I t  w as found d iffe re n tia ls  w ere so s lig h t th a t th e  
ag g reg a te  for a l l  90 p roducts w as w ith in  a range of 
$ 3 0 .9 0  to  $ 3 1 .0 8  for a l l  e igh t chains in  a g iven  w e e k .
P ric e s  of s p e c if ic  item s w ere  commonly id e n tic a l among 
m ost o f th e  s to r e s ,  an d  w here  d iffe ren tia ls  e x is te d , th ey  
w ere  u su a lly  lim ited  to  one o r two c en ts  on an item . 26
C o m p etitio n  h as  to  do w ith  r iv a lry —th u s , p rice  com petition  is  
re la te d  to  u sin g  p rice  for a ttra c tio n  and re ten tion  of p a tro n ag e . A 
firm fo llow ing  a p o licy  of p rice  com petition  s tan d s ready to  a lte r  i ts  
p rice s  w hen  i t  i s  fe l t  n e c e s sa ry  to  do so to ob ta in  a n d /o r  re ta in  s a le s  
volume a g a in s t  r iv a l f irm s . In  th e  broad se n se  of th e  te rm , a l l  r e ta i le r s  
engage in  p rice  co m p e titio n  a s  p ric e s  a re  ad ju s ted  from tim e to  tim e to  
g a in  or m ain ta in  s a le s  vo lum e. Some firms pursue p rice  com petition  
more a g g re s s iv e ly  th a n  do o th e rs .
The p o s it io n  of th e  s e l le r  in  re la tio n  to  th e  m arket d e te rm in e s , 
to  som e e x te n t ,  th e  am ount of em phasis  p laced  on p rice  a s  a  co m p e ti­
t iv e  to o l .  O pera to rs of la rg e  volum e firms w ho are com peting w ith  
o ther o p e ra to rs  w ho a re  more conven ien tly  lo ca te d  to  th e  va rious s e g ­
m ents of th e  m arket w il l  more lik e ly  make a more a g g re ss iv e  u se  of
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p rice  th a n  sm a lle r  r iv a l s ,  in  order to  g a in  volume and  opera te  more 
e ff ic ie n tly .
C o n v e rse ly , / I t  i s  f e l t /  a sm all m arket opera to r might 
be  ab le  to  u se  p rice  a g g re ss iv e ly  in  seek ing  volum e w ith ­
ou t c au s in g  th e  la rg e r r iv a ls  to  m eet h is  q u o ta tio n s b e c a u se  
th e  am ount of b u s in e s s  th a t  he ta k e s  is  sm all a s  com pared 
w ith  th e  c o s t  o f co u n te r p rice  red u c tio n s  w hich  might have 
to  b e  m ade on la rg e r-v o lu m e  opera tio n s .27
2 . P rice  L eadersh ip
O ne p ra c tic e  s im ila r to  m eeting com petito r p ricing  , but w ith  th e  
aim  of k eep in g  p r ic e s  s ta b le ,  i s  p rice  le a d e rsh ip . P a tte rn s of p rice  
le a d e rsh ip  a re  s e e n  in  som e o lig o p o lis tic  in d u s tr ie s  in  w hich  p ric e s  
of sm a lle r  firm s a re  id e n tic a l  or near to  th o se  of dom inant firm s. 
P rices  a re  th e n  v a rie d  to  th e  approxim ate sam e e x ten t th a t th o se  of 
th e  dom inant firm s v a ry . The po licy  of "follow  th e  leader", is  fe lt 
n e c e s sa ry  in  in d u s tr ie s  in  w h ich  p rice  i s  an  im portant buying m o tiv e , 
and in  w hich  th e re  a re  one o r a  few la rg e  firms dom inating the  f ie ld . 
The sm all s e l le r  g e n e ra lly  re a l iz e s  th a t he canno t u n d e rse ll th e  
dom inant firm s w ith o u t se rio u s  rep e rc u ss io n s ; i t  i s  a lso  un like ly  th a t  
he can  o v e r s e l l .  It h a s  b e en  charged  th a t  o ligopo lized  in d u s tr ie s  
seem ed to  have  se r io u s ly  tr ie d  to  lim it e ffe c tiv e  com petition  and  to
^  Ralph C a s s a d y , J r . ,  C om petition  and P rice  M aking in  Food 
R eta iling  (New York: The Ronald P re ss  C om pany, 1962), p .  69 .
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d im in ish  u n c e r ta in ty , "w hich  had  a lw ays accom panied  genu ine  
c o m p e titio n . 1,29
P rice  le a d e rsh ip  d o es  not dem and c o llu s io n , bu t i t  does need  a 
firm w illin g  to  s e t  i t s  p r ic e s  p u b lic ly  and  o ther firm s to  fo llow . U . S .  
S te e l C o rp o ra tio n 's  p r ic e s  a re  em ulated  by sm alle r p ro d u c e rs . M odel 
for m odel, th e re  i s  l i t t l e  d iffe ren ce  in  p r ic e s  be tw een  Ford, G en era l 
M o to rs , an d  C h ry s le r 's  a u to m o b ile .29 S tandard  O il Com pany of New 
J e rs e y , an d  A m erican Sugar Refinery Com pany a re  w atched  c lo se ly  
and em ula ted  by sm a lle r  c o m p e ti to rs .30
P rice  le a d e rsh ip  e x is ts  w hen th e  p rice  a t w hich  m ost of th e  u n its  
in  ah  in d u s try  o ffe r to  s e l l  i s  de term ined  by adopting th e  p rice  
announced  by one of th e  m em bers. There may be departu re  from 
le a d e rs h ip , s tr ic t ly  d e f in e d , in  th a t  o th er firms may not a lw ays 
change th e ir  p r ic e s  s im u ltan eo u s ly  w ith  changes announced  by th e  
dom inant u n i t .  O c c a s io n a lly , o th e r firm s in  the  industry  may in it ia te  
c h a n g e s . One firm  may be  a  le a d e r  a t  one tim e; ano ther firm a t an o th e r 
t im e . I t  w ould  b e  e x p e c te d  th a t  for any  in d u stry  w ith  a  le a d e r  a t a l l ,  
th a t  le a d e r  w ould  be  th e  la rg e s t  firm . As Burns put i t ,  "The la rg e s t  
u n it h a s  th e  g re a te s t  in te r e s t  in  p reven ting  p rice  c u ttin g . I t  is  lik e ly
29Robert L ekachm an , "B usinessm en  and R iv a ls ,"  The A nnals of 
th e  A m erican of P o li t ic a l  and  S o c ia l S c ie n c e s , V ol. 343 , S ep tem ber, 
1962, p .  109.
29I b i d . . p .  110.
" B e c k m a n  and D a v id so n , o p . c i t . , p .  698 .
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to  be m ost ab le  to  en fo rce  i t s  p o licy  upon o th e rs  b e c a u se  it  i s  lik e ly  
to  command th e  g re a te s t  am ount o f unused  productive  c ap a c ity  and
O  I
f in a n c ia l re  s erve s . "  A
The c ig a re tte  in d u s try  se rv e s  a s  a n  exam ple of p rice  le a d e rsh ip  
going from one com pany to  a n o th e r . For many y e a rs  th e  Reynolds 
T obacco Com pany w a s  th e  p rice  le a d e r  in  th e  c ig a re tte  in d u s try . In  
1918, The A m erican T qbacco  Com pany a ttem p ted  to  le a d  w ith  a la rg e  
p rice  r i s e .  R eynolds w ou ld  not fo llow  and A m erican re tre a te d .
In  1921, A m erican c u t i t s  p rice ; R eynolds fo llow ed w ith an  even  
g rea te r red u c tio n . "T h e re a fte r , R eynolds m ade im portant ch an g es w ith  
L iggett se ttin g  an  id e n t ic a l  p rice  and A m erican se ttin g  a  re la te d  but
J
s lig h tly  h igher p r ic e .  R eynolds le d  a l l  fu rther p rice  changes u n til 
1933 and  a l l  p rice  r i s e s  u n til  1946 . "32 S ince  th e  end of p rice  co n tro l 
a fte r  W orld  W ar I I ,  and  u n til  1950, A m erican h as  le d  tw o p rice  r i s e s ,  
w ith  Reynolds ad ap tin g  to  th e  A m erican le a d .
It h a s  b een  o b se rv e d  th a t U . S . S te e l seem s to  s e t  th e  e ffec tiv e  
p rice s  for s te e l  in  th e  U n ited  S ta te s .  W hen U . S .  S tee l announces an  
in c re a se  in  th e  p ric e  of s t e e l ,  b o th  m ajor and minor s te e l  com panies 
g en e ra lly -fo llo w . T here may be e x ce p tio n s  to  th is ;  one ex cep tio n  w as
31Arthur Robert B u rn s , The D ec lin e  of C om petition  (New York: 
M cG raw -H ill Book C om pany , I n c . ,  1936), p .  7 7 .
^ ^ W alte r A dam s, The S truc tu re  of Am erican Industry  (New York; 
The M acm illan  C om pany , 1950), p .  250 .
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m entioned in  C hap ter IV. The g en era l p o lic y  of U . S . S tee l h a s  b een  
to  r e s i s t  any c o n sid e ra b le  p r ic e  in c re a s e  in  tim e s  of h igh demand for 
s te e l  p roducts and  to  op p o se  any m arked re d u c tio n s  in  tim es of low 
dem and. The com pany h as te n d e d  " . . .  tow ard  co n stan cy  of p ric e s  
through c o n s id e ra b le  p e rio d s even  though  th e re  m ight be a la c k  of 
uniform ity of p rice s  a s  v a rio u s  p a rtic u la r  t im e s .  "33
S te e l spokesm en  de fen d  th e ir  p o licy  of s ta b il iz a tio n  a s  a  n e c e s ­
sary  e v il—if  i t  b e  an  e v il  a s  h a s  b een  c h a r g e d .  34 S tee l is  c o n s id e re d  
to  be  a  "p rince  o r pauper" in d u s try ; th e  dem and for s te e l  is  su b je c t to  
ra th e r  v io le n t c y c lic a l  f lu c tu a t io n s . In d u stry  le a d e rs  poin t ou t th a t 
th e  dem and for s te e l  i s  d e riv e d  from th e  dem and of p ro d u ce r 's -an d  
co n su m er's  goods; both  u se  s te e l  in  th e  m anufacture  of th o se  p ro d u c ts . 
The le a d e rs  a lso  s ta te  th a t  s t e e l  i s  su b je c t to  th e  opera tion  of the  a c ­
c e le ra tio n  p rin c ip le  s in c e  s t e e l  i s  raw m a te ria l for d e s ira b le  g o o d s .35 
The s te e l  in d u stry  is  co n ce rn ed  w ith  th e  havoc th e  a c c e le ra tio n  
p rin c ip le  c re a te s  in  b ad  t im e s .  U nder th e s e  c ircu m stan ces  th ey  fe e l 
th a t  p rice  f le x ib ility  co u ld  n o t be in s tru m e n ta l in  stim ula ting  dem and , 
and  in c re a s in g  p roduction  a n d  em ploym ent. They fe e l th a t s in c e  th e
^ B u m s ,  o p . c i t . .  p .  180.
^ A d a m s , o p . c i t . .  p .  180.
35B urns, o p . c i t . , p .  181.
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in d u stry  has h igh  overhead  c o s t s ,  an  in e la s t ic  dem and , few s e l l e r s ,  
an d  a hom ogeneous p ro d u c t, a  red u c tio n  in  p rice  in  tim es of d e p re s ­
s io n  w ould le a d  to  d e s tru c tiv e  co m p e titio n . As Burns sum m arizes 
th e  id e a ,  "The policy  of s ta b le  p ric e s  sp r in g s , th e re fo re , from a d u a l 
s o u rc e , the  hope of e lim ina ting  p rice  cu tting  from a s itu a tio n  in  w h ich  
i t  may b e  very c o s t ly ,  and th e  hope of m itigating  th e  c y c lic a l  f lu c tu a -  
t io n s  in  dem and w hich  lead  to  undue p rice  c o m p e tit io n ."
During th e  early  1 9 2 0 's , G en era l M o to r 's  F rig id a ire  w as th e  
le a d e r  in  m echan ica l re fr ig e ra tio n . During th is  p e rio d , G enera l 
E le c tr ic 's  new re frig era to r— a one p ie c e  u n it— a p p ea red  on th e  m arke t. 
A lthough th e re  w as riva lry  be tw een  G en era l E le c tric  and  F rig id a ire , 
th e re  w a s  no su s ta in e d  p rice  co m p e titio n . One form er o ff ic ia l of 
G en era l E lec tric  sa id  th a t th e re  had  b e en  no w ritte n  ag reem ent b e tw een  
F rig ida ire  and  h is  com pany; how ever, he w as in s tru c te d  never to  s e t  
p r ic e s  below  F rig idaire  p rice s ; G enera l E le c tr ic 's  p r ic e s  w ere  uniform ly 
h igher b e c a u se  of h ig h er c o s t s .
During a  b rief w a r in  th e  1920 's , F rig idaire  cu t i t s  p rice  in  
P ittsb u rg , P e n n sy lv a n ia , and  G en era l E lec tric  m ade a  co rrespond ing  
re d u c tio n . The next day F rig idaire  ag a in  low ered  i ts  p r ic e s  and  G enera l 
E lec tric  fo llow ed . There w ere  a to ta l  of th re e  red u c tio n s  in  fiv e  day s
36 I b i d . , p . 2 1 6 .
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w ith  G en era l E lec tric  follow ing F r i g i d a i r e . O v e r a l l ,  th e re  h a s  not 
b e e n  very  much p rice  cu ttin g  in  the  re frigera to r industry  a s  G en era l 
E le c tr ic  took  th e  le a d  a s  p rice  s e t te r .  The m an u fac tu rers ' p r ic e s  
fo r many m ajor a p p lian ces  seem  to  follow  the  p rice s  s e t  by G en era l 
E le c tric  ra th e r c lo se ly  for com parable eq u ip m en t.33
As p o in ted  out a b o v e , p rice  lead ersh ip  does not dem and c o llu ­
sion ; r a th e r , i t  n eed s a firm  to  s e t  i ts  p rice  pub lic ly  and o th er firm s 
w illin g  to  fo llow . From tim e to  tim e c o llu s io n  h as e x is te d , e ith e r  
t a c i t l y ,  or by  e x p lic it  ag reem en t. T hus, p rice  le a d e rsh ip  may have 
le d  to  th e  c o n sp ira c ie s  re c e n tly  uncovered in  th e  e le c tr ic a l  equipm ent 
m anufacturing  in d u s try .33
A lm ost th e  en tire  e le c tr ic  equipm ent industry  w a s  invo lved  in  a 
c o n sp irac y  to  fix  p rice s  on  abou t 100 p ro d u c ts . B u sin ess  w as a l lo ­
c a te d  th rough  fa ls e  b id s  on  la rg e  c o n tra c ts . The group even  d ic ta te d  
th e  k in d s an d  new p ric e s  o f new  products th a t members of th e  group 
d e v e lo p e d . The m otives lead in g  to  th e  c o n sp irac ie s  w ere  p e rh ap s 
many and v a r ie d . G a te s  h a s  po in ted  ou t th a t some in  th e  g ro u p , a p ­
p earin g  to  be  in  th e  m inority , w ere  hardened in d iv id u a ls  who w ere  ou t
O7
T . K. Q u inn , G ian t B u sin ess; Threat to  D em ocracy (New York: 
E xp o sitio n  P re s s ,  1953), p .  9 7 .
33H om an, e t .  a l . , o p . c i t . , p .  243.
33W ard G a te s ,  "A nti-T rust Suits Expose P rice Fixing S c a n d a ls ,"  
The M agazine  of W a ll S t r e e t . Vol. 107, N o. 11, February 11 , 1961, 
p p . 5 4 8 -5 5 1 , 557 .
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to  su c c e e d  re g a rd le s s  of th e  c o n se q u e n c e s . O ther w ere  c lo s e  frien d s 
of o th e rs  in  co rrespond ing  com petitive  com panies and fe lt  th a t  th ey  
w ere  doing a good tu rn  for c e r ta in  on es by se e in g  to  i t  th a t th ey  go t 
enough b u s in e s s  to  keep  in  th e  b la c k . Some seem ed to  be to m  b e tw een  
th e ir  re c o g n itio n  of u n e th ic a l conduct and th e  fea r  th a t ,  u n le s s  th e  
sm a lle r  com pan ies cou ld  su rv iv e , th e  la rg e r  ones might be a tta c k e d  
by th e  governm ent w ith  a n t i - t ru s t  l a w s . ^ 0
I t i s  in te re s tin g  to  no te  th a t  in  M ay , 1963, G en era l E lec tric  
announced  a p rice  p o licy  w h ich  w as in ten d ed  to  s ta b il iz e  and  e q u a liz e  
p rice  in  th e  tu rb in e  in d u s t r y .^ * The firm se n t le t te r s  to  ab o u t 200 
u t il i ty  an d  co n su ltin g  firm s announcing  a th re e -p o in t p o lic y . The 
sam e p ric e  w as to  be  o ffered  to  a l l  c u s to m e rs— 25 per c e n t o ff th e  
handbook l i s t  p r ic e .  The p rice  po licy  w as to  be open for th re e  y e a rs  
w ith  no e s c a la to r  c la u s e .  If  com petito rs fo rce  G en era l E lec tric  to  
low er p r i c e s , th e  red u c tio n  w as to  be  re tro a c tiv e  for a l l  o rders booked  
for s ix  m onths prio r to  th e  red u c tio n . The s ta te d  aim  of th e  p o licy  w as 
to  a v o id  rigo rous p rice  cu ttin g  a s  th a t  of Jan u a ry , 1955.
In  a  re c e n t fed e ra l a n ti tru s t  c h a rg e , th e  p rice  le a d e r in  th e  s te e l  
in d u s try , U . S .  S te e l C o rp o ra tio n , and e ig h t o ther la rg e  s te e l  firm s 
w ere  in d ic te d  fo r a lle g e d ly  co n sp irin g  to  f ix  p ric e s  in  th e  carbon  sh e e t
^ L o c . c i t .
4 1 "G . E . T ries New Tack on P r ic e s . 11 B u sin ess  W e e k , M ay 2 5 , 
1963, p.- 3 0 .
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49s te e l  b u s in e s s .  A lthough s h e e t  s te e l  a t  a  b a s e  p r ic e ,  o ther ch arg es
are  added  for ta ilo rin g  th e  s te e l  . . t o  sp e c if ic a lly  ordered s iz e ,
»
g au g e , q u a li ty , m e ta llu rg ic a l c o n te n t an d  o th er p ro ce ss in g  re q u ire ­
m e n ts ."  The governm ent c la im ed  th a t  th e  firm s w ere  rigging th e  ex tra  
charges in  se c re t m e e tin g s . No t r ia l  d a te  h a s  b een  s e t  a t th e  tim e of 
th is  w ritin g .
3 . N on-P rice  C om petition
Back man s ta te s  th a t  th e  in s t i tu t io n a l  ev o lu tio n  of th e  U n ited
S ta te s  econom y se rv e s  a s  a b a s is  for exp la in ing  th e  em phasis p lac ed
43on n o n -p rice  f a c to r s . The in c re a s in g  co m p lex itie s  of many products 
w ith  th e  a tten d in g  d iffic u lty  in  com paring them  d ire c tly  m akes d iffe r­
e n ce s  in  p rice s  a  l e s s  s ig n if ic a n t y a rd s tic k  a s  com pared w ith  a more 
sim ple econom y. The a v e rag e  co n su m er 's  know ledge is  lim ited  for 
su ch  item s a s  a u to m o b ile s , w ash in g  m ac h in e s , and  re fr ig e ra to rs , 
re su ltin g  in  th e ir  not b e in g  a b le  to  com pare s im ila r  p ro d u c ts . To a 
la rg e  e x te n t, co n su m ers re ly  upon th e  rep u ta tio n  of th e  s e l le r  and th e  
e ffe c tiv e n e ss  of a d v e r t is in g . T hese  sw ay consum er d e c is io n s  ra th e r 
th a n  p r ic e . T his i s  no t to  im ply th a t  a l l  consum ers a re  not p rice
4 2 " s te e l  Firms In d ic te d  on A n titru s t C h a rg e s ,"  /T h e  Baton R ouge, 
L o u is ia n a /  M orning A d v o c a te . April 8 , 1964, p p . 1A, 8A.
43 ju le s  B ackm an, e d . ,  P rice  P ra c tic e s  and  P rice  P o lic ie s  (New 
York: The Ronald P re s s  C om pany , 1953), p .  8 9 .
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c o n s c io u s . In  fa c t many s to re s  such  a s  th e  d isc o u n te rs  o p e ra te  
p rim arily  on a  p rice  b a s i s .
L im ited consum er know ledge d o es  le a d  b u s in e ssm e n  to  d if fe r­
e n tia te  p roducts to  expand  s a l e s . M o d ifica tio n  of p rice  co m p etitio n  
re su ltin g  from p rice  le a d e rs h ip , fre igh t e q u a liz a tio n  p la n s , and  g o vern ­
m ent co n tro ls  have  a lso  con tribu ted  to  th e  em p h asis  on n o n -p ric e  
co m p e titio n . Backm an n o tes  th a t many b u s in e ssm e n  p refer n o n -p rice  
com petition  to  p rice  com petition  b e c a u se :
1 . They g en era lly  b e liev e  th a t  goodw ill d e riv ed  from 
nonprice  fac to rs  w il l  be more la s tin g  th a n  th a t  b a se d  upon 
p rice  a p p e a l.
2 . C om petito rs find i t  more d if f ic u lt  to  m atch non­
p rice  fac to rs  th an  to  m atch p rice  c h a n g e s . In  e f fe c t ,  th e
b u s in e ssm a n  a ttem p ts  to  s e t  a  sh a re  of th e  m arket fo r h im - ,
44s e l f  by em phasiz ing  th e  sp e c ia l  a ttr ib u te s  of h is  p ro d u c ts .
There are  many w a y s  in  w hich  firm s may engage  in  n o n -p ric e  
com petition : product d if fe re n tia tio n , u s e  o f trad in g  s ta m p s , v a rie ty  
and q u a lity  of se rv ice  o ffe re d , a d v e rtis in g  an d  prom otion , and  o th e rs .
In  som e c a s e s ,  i t  may b e  n e c e ssa ry  to  en g ag e  in  n o n -p rice  com petition  
if  p rice  com petition  is  to  be e f fe c tiv e . "To in c re a s e  s a l e s ,  i t  i s  fre ­
q u en tly  not enough for a  s e l le r  to  red u ce  h is  p r ic e s ;  he m ust a d v e r tis e  
h is  p r ice  c u t ,  to  be su re  th a t p o te n tia l  cu sto m ers  know abou t i t . " 45 
S e le c te d  exam ples are  u se d  to  i l lu s t r a te  th e  u s e  of n o n -p rice  co m p e titio n .
44I b i d . . p .  90 .
45 D uncan and P h i l l ip s , o£ .  c i t . , p . 645 .
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U se  of trad in g  stam ps i s  one m ethod of n o n -p ric e  c o m p e titio n .
In  one study  of 616 s to re s  u sing  stam ps in  1955-1956 , 480 s to re s  w ere  
sm all r e ta i le r s .  The study w as conducted  to  dete rm ine  th e  re a so n s  
for u sin g  trad in g  s ta m p s . In  g e n e ra l, i t  w as c o n c lu d ed  th a t  in  th e  
P ost W orld  W ar II d e c a d e , many m erchants w ere  in  d iff ic u lt co m p e ti­
tiv e  p o s i t io n s .  They fe lt th e  problem s stem m ed from th e  in c re a s e d  
im portance  of d isc o u n t ho u ses and o th e r h igh vo lum e, low  p rice  
r e ta i l e r s , and  th e  continuous ex p an sio n  of m odern su b u rb s .
M ore sp e c if ic a lly , approx im ately  51 per c e n t o f th e  re ta i le rs  
s ta te d  th ey  u se d  trad ing  stam ps to in c re a s e  s a l e s .  S tam ps w ere  u sed  
by 3 6 .2  per cen t of th e  re ta ile rs  to  m eet th e  dem and o f consum ers; 
w h e re a s , 1 7 .4  per c e n t u sed  them  b e c a u se  the  sm a lle r  r e ta i le r s  fe lt  
th is  to  be th e  b e s t  w ay  to  com pete a g a in s t th e  la rg e  s c a le  e n te rp r is e s .  
Trading s tam p s w ere  adopted  by 2 5 .5  per cen t o f  the  r e ta i le r s  b e c a u se  
com petition  had  adop ted  them . To c a p ita l iz e  on  trad in g  stam ps in  
ad v e rtis in g  and prom otions w a s  the  re a so n  g iv en  by 5 .4  per c en t of 
th e  r e ta ile rs
In th e  e a r lie r  days w hen  trad in g  stam ps s ta r te d  becom ing  p o p u la r , 
s a le s  in c re a s e s  cou ld  absorb  th e  c o s t ,  and it  w a s  c o n s id e re d  th a t  a
n o n -stam p  com petito r paid fo r the  stam ps w ith b u s in e s s  ta k e n  aw ay
1
from h im . Now , w hen  about 77 per cen t o f a ll  su p e rm ark e ts  o ffer th em ,
46Taylor W . M eloan and Bert C . McCommon, "U se o f Trading 
Stamps by the Small Retailer." Tournal of M arketing. V ol. 2 3 , N o . 2 , 
O ctober, 1958. pp. 173-177 . The figures do not add to  100 per cent 
b ecau se  of multiple reason s.
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th e re  may b e  no re a l com petitive  advan tage  in  trad ing  s ta m p s . One
superm arket e x e c u tiv e  sa id : " 'I  ha te  th e  . . . th in g s .  Everyone I
know h a te s  th em . Trouble i s ,  w e 're  a fra id  to  drop them  u n le s s  a ll
47our co m p e tito rs  d o . '"
A lthough some superm arkets have  dropped them , th e  u se  of 
trading, s tam p s a s  n o n -p ric e  com petition  is  on th e  r i s e .  To overcom e 
som e of th e  tro u b le  w ith  s ta m p s , some superm arkets have  added  
gam es su c h  a s ,  "S pe ll C -A -S -H , S p lit-T h e -D o lla r , H it-O n e-H u n d red , 
Super P o k e r, and  H idden  T reasu re  to  a ttra c t  c u s to m e rs . Thus Jew ell 
Tea in tro d u c ed  S pe ll C -A -S -H  to  fight A&P in  C hicago . . . .
The Thom as and  B etts C om pany, I n c . ,  m anufacturers of e le c tr ic a l  
f ittin g s  h a s  a  p roduct approach  c a lle d  th e  "Pink Screw " p o lic y . The 
com pany fe e ls  th a t  i t s  p roducts  must have  " th a t added som ething" to  
m ake them  more d is t in c tiv e  th a n  com petito r p ro d u c ts . The po licy  of 
th e  firm i s  to  s tr iv e  for ex tra  q u a lity  and to  m ake a  product more 
v e rs a t i le  th a n  com petitive  p ro d u c ts . A lthough th e  com pany 's e le c tr ic a l  
f ittin g s  m ay c o s t s lig h tly  more th an  th e ir  co m p e tito r 's  p ro d u c t, th e  
f i tt in g s  a re  m ade more v e rs a t i le  and e a sy  to  in s ta l l  resu ltin g  in  a 
low er in s ta l le d  p r i c e .49
^ " T h e  G rea t Superm arket Profit S queeze : R elief in  1964?"
F o rb e s . February  15 , 1964, p .  22 .
Loc,. _cit»
4 9 "How to  F ight P ric e -C u ttin g  C o m p e titio n ,"  S a les  M anagem ent, 
V ol. 8 6 , N o . 4 ,  February 17, 1961, p .  40 . R eference is  th e  sam e for 
th e  fo llow ing  tw o e x a m p le s .
The E xecu tive  V ic e -P re s id en t of th e  G oodyear Tire and Rubber 
Company s ta te d  th a t h is to r ic a l ly ,  th e  t ir e  and rubber industry  is  a 
highly  com petitive  o n e , and th a t  p rice  com petition  w as seldom  a 
tem porary m a tte r . A lm ost on a  d a y -to -d a y  b a s i s ,  c o s ts  and the 
m arket s itu a tio n  d ic ta te d  p r ic e s . The one fundam ental de fense  
a g a in s t co m p e titio n , acco rd ing  to  th e  o f f ic ia l ,  i s  th e  com pany 's 
in s is te n c e  th a t a l l  p ro d u c ts , re g a rd le s s  of p r ic e , o ffer th e  consum er 
the  g re a te s t  v a lu e  per d o lla r  s p e n t .  The com pany reco g n ize s  th a t th e  
re ta il  o u tle t (tire  dea le r) i s  th e  m ost im portant part of th e  s a le s  
o rg an iz a tio n , and th e  com pany t r ie s  to  a id  th e  d e a le r  in  every way 
p o s s ib le .
The V ic e -P re s id e n t, S a le s ,  of th e  D ic taphone C orporation 
m entioned th a t  th e  com pany had  a fu ll- tim e  se rv ice  departm ent w hich  
i s  th e  la rg e s t  in  th e  in d u stry  sp e c ia liz in g  in  p rev en tiv e  m ain tenance . 
The firm  offers expert a n a ly s is  to  he lp  th e  custom er determ ine the  
most e ff ic ie n t ty p e  of d ic ta tio n  sy stem  to  f it th e  p a rticu la r  n e e d s . 
T eaching a id s  and  p e rso n a l he lp  to  tra in  s e c re ta r ie s  and  d ic ta to rs  
are o ffered  by  th e  com pany. The V ice-P re s id en t no ted  th a t price 
com petito rs and im porters d id  no t o ffer such  b e n e f i ts .  He s a id ,  "So 
our an sw er to  p rice  c u ttin g  i s  to  em phasize  th e  fac t th a t  D ictaphone 
i s  in  th e  b e s t  p o s itio n  to  g ive  v a lu e , to  se rv e  custom ers w ith  m ethods,
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s y s te m s , s e rv ic e s  and  products d e s ig n ed  to  make w ritte n  com m unica­
tio n  e a s y ,  eco n o m ica l, e ff ic ie n t.
According to  one w rite r , th e  departm ent s to re  i s  a  m u lti-p roduct 
firm . M anagem ent, in  choosing  com petitive  w eapons to  se ek  s a le s  
in c r e a s e s ,  s e e s  s a le s  not only a s  a function  of p r ic e , but a ls o  of 
many o th er no n -p rice  f a c to r s . For p a rtic u la r  departm en ts and  for th e  
s to re  i t s e l f ,  s a le s  is  a  function  of lo c a tio n , d is p la y ,  p e rso n a l s e l l in g , 
a d v e r t is in g , c re d it, and  o th er v a r ia b le s . S a le s  a re  ju s t  a s  e la s t ic  to  
th e  above v a ria b le s  a s  th ey  are  to  p r ic e . The d iffe ren t n o n -p rice  
v a r ia b le s  have d ifferen t e la s t i c i t i e s . T hus, m anagem ent c o n sid e rs  
v a rio u s  fac to rs  in  ad d itio n  to  p rice  in  m eeting c o m p e tit io n .5 *
In  a  study  d esig n ed  to  answ er th e  q u e s tio n , *What a re  th e  key 
p o lic ie s  and p rocedures common to  s u c c e s s fu l  m arketing m anagem ent 
in  v a rio u s  m anufacturing in d u s t r i e s ? , '  135 u sa b le  q u e s tio n n a ire s  w ere  
re c e iv e d  from com panies se le c te d  from M a rtin d e ll 's  M anual of 
E x ce llen t M anagem ent. Almost 80 p e r cen t of th e  re sp o n d en ts  ch o se
product re s e a rc h  and developm ent a s  m ost im portan t in  m odern-day
52co m p etitiv e  s tra te g y .
5 QIb id . .  p .  4 1 .
S lp e rry  B lis s , "N on-P rice  C om petition  a t  th e  D epartm ent S tore 
L e v e l,"  Tournal of M ark e tin g . Vol. 17 , N o. 4 ,  A pril, 1953, p p . 35 7 - 
3 6 5 . •
52joh G . U d e ll, "How Im portant is  P ricing  in  C om petitive  
S tra te g y ."  Tournal of M arketing . Vol. 28 , N o . 1 , Ja n u a ry , 1964, 
p p . 4 4 -4 8 .
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This v iew po in t seem s to  support S ta u d t 's  s ta tem en t th a t p roduct 
developm ent and  in n o v a tio n  have  a lw ays b een  m ajor fa c e ts  of com ­
p e tit iv e  r iv a lry , bu t th a t th e  p re se n t dynam ic q u a lity  o f th e  econom y
5:
is  p a rtic u la rly  c h a ra c te r iz e d  by an  expanding fron tie r of new p ro d u c ts . 
From U d e ll 's  s tu d y , i t  w as brought out th a t:
. . . th e  tw o m ajor fa c e ts  o f non p rice  com petition  
(product and s a le s  effort) w ere  subd iv ided  in to  a num ber 
of p o licy  a re a s ;  for ex am p le , s a le s  effo rt w as  subd iv ided  
in to  s a le s  re se a rc h  and s a le s  p lan n in g , m anagem ent of 
s a le s  p e rso n n e l, an d  a d v ertis in g  and s a le s  prom otion . In  
s h o r t ,  th e  co m p etitiv e  a c t iv i t ie s  re la tin g  to  th e  product and 
to  th e  s a le s  effo rt w ere  s e le c te d  a s  m ost im portan t in  th e  
s u c c e s s  of th e s e  f irm s . ^
T his i s  not to  say  th a t p ric ing  i s  un im portan t. H ow ever, U de ll 
fe e ls  th a t th e  re la tiv e ly  low ranking of p ricing  (50 per cen t) i s  a c ­
co u n ted  for by th re e  fa c to r s .  One is  th a t in  to d a y 's  com petitive  
econom y, dem and is  g en e ra lly  e x ceed ed  by supp ly  in  p roduct c a p a c ity  
te rm s . As a  re s u lt  i t  is  fe l t  th a t s e l le rs  have  to  b e  a lm ost c o llu s iv e  o r 
com p lete ly  c o m p e titiv e . A nother fac to r is  th a t  th e  re la tiv e ly  w e ll to  
do consum ers o f to d ay  a re  in te re s te d  in  more th a n  p r ic e . M any c o n ­
sum ers c a n  a ffo rd , and  w a n t , p roduct d iffe ren tia tio n  and  s a le s  prom o­
t io n .  They a re  in te re s te d  in  q u a lity  and d is t in c tiv e n e s s  w hich le a d  to  
p sy c h o lo g ic a l s a t is f a c t io n .
Thomas A. S ta u d t, "Program for Product D iv e rs if ic a tio n ,"  
H arvard  B u sin ess  R ev iew . N ovem ber-D ecem ber, 1954, p .  121.
S ^ u d e l l ,  o p . c i t . , p .  44 .
The th ird  fac to r c o n s id e rs  t h a t ,  "It i s  through su c c e ss fu l p roduct 
d if fe ren tia tio n  th a t  a  m anufacturer may o b ta in  some pricing  freedom . 1^
It seem s th a t ,  in  g e n e ra l, id e n tic a l  products have  to  be p riced  
id e n tic a lly  or n ear id e n tic a lly .  A to o  far departure from id en tica l 
p rice s  w ould  c a u se  lo s s  in  s a l e s ,  u n less , som e form of non-price  
com petition  w ere  u s e d .
C . T echno log ica l Factors
1. Some Types of Technology
T echno logy , a s  a sy s te m a tic  know ledge of the  in d u s tria l a r t s ,  
is  c o n s id e re d  h ere  in  term s of te c h n o lo g ic a l ch an g e . The la t te r  i s  
defined  a s  th e  d isc o v e ry  of new and  im proved m ach in es, to o ls ,  
equ ipm en t, and  m ethods of o p e ra tio n . D evelopm ent of in d u stria l 
techno logy  h a s  b e e n  co n tinuous s in c e  th e  la te  e igh teen th  century 
and th e  ea rly  n in e te e n th  cen tury  w hen  m odern in d u s tr ia l p ro ce sse s  
were- in i t ia te d . ® ®
P erhaps th e  m ost sp e c ta c u la r  m an ifes ta tion  of tech n o lo g ica l 
p ro g ress  h a s  b e e n  th e  in c re a s e d  u s e  of m achinery and  m echanical 
p ro c e s s e s .  I t  h a s  b e e n  sa id  th a t "The prim ary purpose of m echan iza tion
55I b i d . , p .  45 .
^ L e e  a . D uB ridge, "E ducational and S ocial C o n se q u e n c e s ,"  in  
John T . D un lop , e d . , Autom otion and  T echno log ical C hange (Englewood 
C lif f s , New Je rse y : P re n t ic e -H a ll ,  I n c . ,  1962), p . 29 .
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h as  been  to  reduce  d irec tly  b o th  th e  am ount and k ind  of lab o r requ ired  
to  produce a g o o d . " ^  H ow ever, reduc ing  th e  am ount of lab o r r e ­
qu ired  is  not th e  d irec t o b jec tiv e  o f a ll  m ech an ica l or au tom atic  
im provem ents. The petro leum  in d u stry  h as  u sed  tec h n o lo g ic a l im ­
provem ents to  o b ta in  a  g re a te r  y ie ld  of g a so lin e  from each  b a rre l of 
pe tro leum .
Many p ro c e ss e s  have b e e n  in tro d u ced  to  m ake p o ss ib le  th e  
m anufacture o f ex is tin g  p roducts w ith  ch ea p e r raw m ateria ls  or w a s te  
m a te r ia ls . The f lo ta tio n  p ro c e ss  in  th e  copper industry  to  m ake u se  
of low er grade ore is  a  c a se  in  p o in t .58 Some tec h n o lo g ic a l d ev e lo p ­
m ents a r ise  from th e  ch an g es  in  th e  .product i t s e l f .  In  some m anu­
fac tu ring  in d u s tr ie s , p roducts  hav e  been  s ta n d a rd ize d  -in d e s ig n  to  
a llow  continuous m anufacturing  in  la rge  vo lum e. This e ffe c tu a te s  a 
d e c re a se  in  id le  tim e a tten d in g  th e  sh ift from one d e s ig n  to  a n o th e r .
In  th e  rubber in d u s try , te c h n o lo g ic a l developm ent h as reduced  tire  
p rice s  and in c re a se d  t i r e  m ileage  by im provem ents in  d e s ig n  and 
s tru c tu re .  ^ 9
T echnolog ical change h a s  re s u lte d  from effo rts  to  econom ize in  
th e  u se  of fac to rs  of p ro d u c tio n , "And to  m axim ize our human
'^ E .  B . A lderfer and H . E . M ic h l, Econom ics of A m erican In d u s try , 
(New York: M cG raw -H ill Book C om pany, I n c . ,  1942), p .  525 .
58L oc. c i t .
59l b i d . . p .  527 .
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sa tis fa c tio n s  w ith  our lim ited  r e s o u r c e s . "60 T hus, tech n o lo g ica l
change a ro se  from b u s in e s s  o rg an iza tio n s  striv in g  to  fu lf ill th e ir
econom ic fu n c tio n .
There are many ty p e s  of te c h n o lo g ic a l c h a n g e . One type  of
change occu rs in  s p e c ia liz e d  m achinery m anufactured  by com panies
and offered  to  a l l  who can  ad ap t and u se  i t .  This ty p e  of equipm ent
i s  o ffered  to  c o m p e tito rs . If  i t  i s  su p erio r to  m achines now in  u se
or to  any o ther a v a i la b le ,  i t  i s  to  th e  im m ediate  s e l f  in te re s t  th a t
a lm ost im pels firm s to  buy i t .  A nother type  of change  com es through
one*s own inven tion ; i t  is  d e s ig n ed  by th e  u s e r .  O ld m achinery
o p era ted  a t  a h igher sp eed  i s  an o th e r ty p e  of te c h n o lo g ic a l c h a n g e .
This may no t be im portan t from th e  s ta n d p o in t of d e s ig n , but may have
im portant c o n seq u e n ce s  if  a  firm h as lab o r p rob lem s.
New to o ls  and fix tu re s  re p re se n t ano ther ty p e  of te c h n o lo g ic a l
change „ U se  of new or im proved m a te ria ls  a re  of ano ther ty p e . For
exam ple , th e  au tom obile  body in d u stry  changed  from w ood to  m etal
for th e  m ajor p a rts  of body s tru c tu re . C onveyor sy s te m s a re  ano ther
type  of c h an g e .
The foregoing ty p e s  o f te c h n o lo g ic a l change  a s  d is c u s se d  by 
fi 1R iegel do not e x h a u s t th e  w ays in  w hich  tec h n o lo g ic a l change may 
^ L o c . c i t .
6 1 jo h n W . R ieg e l, M anagem en t. L abor, and  T echno log ical C hange 
(Ann A rbor, M ichigan: The U n iv e rs ity  o f M ich igan  P re s s ,  1942), 
p p . 1 0 -1 7 .
261
b e  u s e d ,  bu t i t  g iv es  g en era l c la s s if ic a t io n . To th is  l i s t  shou ld  be 
added  inform ation  techno logy  w hich w ill be covered  in  more d e ta i l  
b e lo w .
The w ord "Autom ation" has b een  co ined  to  re fe r to  th e  more 
a d v an ced  au tom atic  equipm ent and m achinery . The w ord i s  n ew , bu t 
no t th e  phenom enon. The co tto n  g in , re a p e r-b in d e r, t r a c to r ,  an d  th e  
stem  eng ine  w ere  among the  f irs t  m echanized  p ro c e s s e s . ^
2 . D evelopm ent and  Adoption
There i s  a  d ifference  betw een  the  developm ent o f , and  ad o p tin g , 
te c h n o lo g ic a l c h a n g e . At any one tim e th ere  a re  probably  many la b o r-  
sav ing  d e v ic es  in  e x is te n c e  th a t a re  te c h n ic a lly  f e a s ib le ,  bu t e c o ­
nom ically  w a s te fu l .  G e n e ra lly , w hen th e  ra tio  of labo r c o s ts  to  
c a p i ta l  c o s ts  i s  lo w , th e  m anager w ill prefer to  u se  la b o r . For 
in s ta n c e ,  m ateria l handling  m achinery w as developed  and  in  u se  in  
th e  U n ited  S ta te s  one or two decades before  i t  w as ad ap ted  in  E ngland . 
T hese  m ethods w ere  known in  G reat B rita in , bu t th e  lag  in  th e ir  u se  
w a s  acco u n ted  for by low lab o r c o s t to  c a p ita l  c o s t .  One w rite r  s ta te d  
th a t  w hen  m ateria l handling m achinery d id  g e t underw ay in  G rea t 
B rita in , i t  w as b e c a u se  the  ra tio  of lab o r c o s t to  c a p ita l  c o s t  had  
r i s e n .  For th e  M orris autom obile p lan t in  G reat B rita in , au tom ation
^^DuBridge, l o c . c i t .
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on th e  a ssem b ly  l in e  w as te c h n ic a lly  fe a s ib le  in  1927, " . . .  but
w as econom ically  u n su c c e ss fu l b e c a u se  the  c o s t of lab o r sav ed  w as
63l e s s  th an  th e  c o s t o f sav ing  i t . "
In a d d itio n  to  becom ing te c h n ic a lly  fea s ib le  before  i t  is  
econom ically  f e a s ib le ,  th e  e lab o ra tio n  of technology  le a d s  to  in ­
c re as in g  c o m p lex itie s  of th e  e n te rp rise  using  i t .  The ty p e  of 
techno logy  a v a ila b le  for p a rticu la r  pu rposes s e ts  th e  lim it to  th e  
type  of s tru c tu re  app rop ria te  for o rg a n iz a tio n . As a tech n o lo g y  b e ­
com es more s p e c ia liz e d , i t  ap p ea rs  th a t th e  o rg an iza tio n ’s f le x ib ility  
in  sh iftin g  from one g oa l to  an o th e r is  red u c ed . U sing a high deg ree  of 
s p e c ia liz e d  tec h n o lo g y , w hen a  co rpora tion  w an ts to  w ithdraw  from a 
g iven  in d u s try , th e re  may be  too  much d ifficu lty  in  rearrang ing  i ts  
r e s o u rc e s . The o th er a lte rn a tiv e  seem s to  be to  s e l l  th a t d iv is io n  
ra th e r  th a n  try  to  rea rran g e  th e  r e s o u rc e s .
I t seem s th a t  th e  more com plica ted  th e  te c h n o lo g y , th e  more 
d iffic u lt i t  i s  to  en te r  th e  f ie ld .  P erhaps i t  is  e a s ie r  for a new e n te r ­
p r ise  to  e n te r  a t a  tim e w hen a new techno logy  is  appearing  th a n  i t  is  
for an  e s ta b l is h e d  com pany to  sh ift r e s o u r c e s . 64
A llen  W a l l i s ,  "Some Econom ic C o n s id e ra tio n s ,"  in  D unlop , 
o p . c i t . , p .  108.
^ J a n ie s  d . Thom pson and F rederick  L. B a te s , "T echnology , 
O rg a n iz a tio n , and  A dm in istra tion , " A dm inistrative S c ien ce  Q u a rte r ly . 
V ol. 2 ,  N o. 3 ,  D ecem ber, 1957, p p . 3 2 5 -3 4 3 .
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3 . Labor and Autom ation
W hen au tom ation  is  in tro d u ced  in  a  firm , th e re  is  th e  p o ss ib il i ty  
th a t  w orkers w ill  be  d is p la c e d . The problem  of w hat to  do w ith  th e s e  
w orkers i s  th e  co n ce rn  of m anagem ent, la b o r , and the  p u b lic . In  many 
c a s e s ,  au tom ation  h a s  b e e n  in troduced  w ithou t th e  lo s s  of jobs;, 
w orkers a re  re ta in e d  a n d /o r  tra n s fe rre d  to  o th er a s s ig n m e n ts . Some 
firm s hav e  not d isc h a rg e d  w orkers a f te r  th e  in troduction  of au tom ation , 
bu t have depended  on  norm al a ttr it io n  to  cu t down on th e  work fo rc e . 
S everance  p a y , e a rly  re tire m e n t, and  con tribu tions to  union w elfa re  
funds have  b een  u se d  to  m itiga te  th e  h ard sh ip s cau sed  by lo s s  of jo b s  
due to  au to m atio n .
At t im e s , lab o r h as  r e s is te d  tech n o lo g ic a l c h an g e . D iebold  h as 
s ta te d  th a t  w hen au tom ation  i s  in troduced  in  a  new p lan t in  a new com ­
m unity , i t  i s  g e n e ra lly  more a c c e p ta b le  th an  if  i t  w ere in troduced  in  an  
o ld  p lan t in  a  com m unity in  w hich  th e re  w ould be p o ten tia l lo s s  in  jo b s .  
He fe e ls  th a t  th e re  i s  l e s s  r e s is ta n c e  to  build ing a new p lan t to  produce 
new p roducts th a n  to  convert an o ld  p lan t on an au tom atic  b a s is .  
O rgan ized  labo r h a s  changed  c o n sid erab ly  in  v iew point over th e  p a s t 
few  y ea rs  a s  som e lab o r le a d e rs  have se en  th e  b e n e fit—p o ten tia l and  
a c tu a l—th a t can  b e  derived  from au to m atio n .
^ J o h n  D ieb o ld , A utom ation (New York: D . Van N ostrand  Com pany, 
I n c . ,  1952), p . 129 .
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John L. L ew is , of th e  U nited  M ine W o rk e rs , w as a  strong 
advoca te  for au tom ation  in  th e  c o a l m in e s . He w as aw are  th a t som e 
w orkers w ould be d is p la c e d , but for th o se  rem a in in g , w ag es  w ould 
be h ig h e r. The In te rn a tio n a l Longshorem en*s and W areh o u sem en 's  
U nion re a liz e d  th a t more au tom atic  w ays to  p repare  and lo ad  cargo  
onto sh ip s  w ere in e v ita b le . For se v e ra l y e a r s ,  th e  P a c ific  M aritim e 
A sso c ia tio n  (the sh ipping  in d u stry  em p lo y ers ' a s so c ia tio n )  w an ted  to  
m echan ize . Prior to  1957, se v e ra l em ployers who had  a lready  in tro ­
duced  new m ethods w an ted  to  un freeze  w orking ru les  on th e s e  new 
o p e ra tio n s . The em ployers seem ed  to  w an t only one g o a l—to  have 
la titu d e  under th e  co n trac t to  in troduce  new m echanized  m ethods and  
to  u tiliz e  them  e ff ic ie n tly . The union  w an ted  a g u a ran tee  a g a in s t 
la y o f fs .
On O ctober 2 6 , 1960, th e  em ployers got a free hand to  m echanize 
w ithout regard  to  p rev iously  e s ta b lis h e d  work r u le s . ^  U nder th e  
c o lle c tiv e  ag reem en t, th e  em ployers ag reed  to  pay in to  a  union fund 
$ 5 ,0 0 0 ,0 0 0 , to  be u se d  a s  a  re lie f  fund for id le  reg u la r w o rk e rs .
W hen work slow s dow n, th e  hours of a l l  w orkers are  reduced  so  th a t 
a l l  regu lar em ployees w ill  re c e iv e  som e w ork .
^^W illiam  G la z ie r ,  "Autom ation and th e  Longshorem an: A W est 
C o a st S o lu tio n ,"  The A tlan tic  M on th ly . Vol. 206 , N o. 6 , D ecem ber, 
1960, p p . 5 7 -6 1 .
67Qeorge W . Taylor, "C ollective Bargaining," in  D unlop , e d . ,  
o p . c i t . , p . 91 .
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The T ran sit Authority of th e  C ity  of New York h as  in troduced  
many e ff ic ie n c ie s  by th e  u se  of au tom ation  and o th er m e a n s . A 
po licy  of not lay ing  off perm anent em ployees has b e en  s tr ic tly  
adhered  to .  W hen changes have had  to  be m ade, " su rp lu s"  perm anent 
em ployees have  b een  tran sfe rred  to  o ther work w ithou t any reduc tion  
in  p ay . This po licy  is  in  agreem ent w ith  th e  co n trac t s ig n e d  w ith  th e  
T ransport W orkers of America.®® The p a s t few y e a rs  have  s e e n  b u s i­
n e s s  m anagers becom ing more aw are of th e ir  re sp o n s ib ili ty  for re tra in ­
ing and o th e rw is e  res to rin g  learn ing  pow er of the  d isp la c e d  p e rso n s .
4 .  N ew er A pplica tions of Technology
New e le c tro n ic  d a ta  p ro cess in g  s y s te m s , w hich  w ere  sp e c if ic a lly
d esig n ed  for b u s in e ss  a p p lic a tio n s , f irs t  made th e ir  ap p ea ran ce  in  
691948. After som e s u c c e s s  and d isa p p o in tm en ts , th e s e  com puters 
a re  becom ing an  in te g ra l part of many b u s in e ss  o rg a n iz a tio n s . The 
follow ing exam ples in d ic a te  how e le c tro n ic  com puters may be u sed  in  
o ffice  w ork .
On an experim en ta l b a s i s ,  a  u tility  com pany in  M ich igan  is  
read ing  gas and  e le c tr ic  m eters by rem ote c o n tro l. An e le c tro n ic
6®Loc. c i t .
®®LeonC. M egg ison , "Automation: Our G re a te s t  A s s e t—Our 
G re a te s t P rob lem ? " Academy of M anagem ent Tournal. V ol. 6 , N o . 3 , 
S ep tem ber, 1963, p . 234 .
70 "R evolution in  O ffice  W ork— M eaning for J o b s , B u s in e s s ,"
U . S . News and  W orld R eport, M ay 13, 1963, p p . 8 4 -8 9 .
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g adget i s  t ie d  in to  the  te lep h o n e  lin e s  through w hich  read ings a re  
tra n sm itte d  once  a  m onth. A la rge  C alifo rn ia  bank i s  u sing  com ­
p u te rs  to  rev iew  se c u rity  portfo lio r w hich th e  bank m anages for t ru s t  
a c c o u n ts . The com puters p red ic t re tu rns on in v es tm en t—co n sid erin g  
th e  p o s t reco rd  and th e  op in ion  of th e  secu rity  a n a ly s t .  S tocks and  
bonds a re  l is te d  w hich  m eet s tan d ard s  of s a fe ty , g row th , in co m e, and  
p rice  e s ta b l is h e d  by th e  tru s t  o fficer of the  bank for e ac h  a c c o u n t.
Some in su ra n c e  com panies u se  e lec tron ic  com puters to  make th e  
in i t ia l  d e c is io n  on w he ther a  pe rson  q u a lif ie s  as a  good risk  for l ife
in s u ra n c e . A pp lica tions th a t a re  "out of lin e "  are  ch an n e led  a s id e
*
for rev iew  by tra in e d  u n d e rw rite rs .
In  m arke ting , th e  u se  of au tom atic  d a ta  p ro cess in g  equipm ent 
h a s  g o tte n  off to  a  re la tiv e ly  slow  s ta r t .  Vending m achines have  b e e n  
in  u se  for many y e a r s .  E lectron ic  d a ta  p ro cessin g  m achines and 
au to m atic  s e le c to rs  and conveyors are beginning to  be u sed  in  inven to ry  
co n tro l and  au tom atic  w a reh o u s in g .
The f ir s t  a ttem pt to  o p e ra te  an  autom atic  s to re  w as m ade by 
C la re n ce  S aunders in  1937. M r. Saunders opened th e  "K eedoozle" 
s to re ,  d isp e n s in g  dry g ro c e r ie s . M echan ica l d iff ic u ltie s  deve loped  
and  th e  s to re  w as c lo s e d . In 1939, th e  sto re  opened a g a in , and ag a in  
m ech an ica l d iff icu lty  deve loped  causing  th e  sto re  to  be  c lo s e d . A fter 
W orld  W ar I I ,  th e  s to re  ag a in  reo p en ed , but w as c lo se d  in  1949. The
26 7
fa ilu re  of th is  ven tu r w as a lle g e d ly  due to  i ts  being too  far ahead  of 
the  p u b lic 's  buying h a b i t s . '7*
In many s to r e s ,  experim en ts a re  being carried  on c a u tio u s ly , 
and in  many c a s e s ,  s u c c e s s fu lly .  R eta ile rs  and  w h o le sa le rs  are  
using  com puters for inven to ry  c o n tro l, b ill in g , and p ro ce ss in g  
o rd e rs , com puting m erchand ise  markdown a n a ly s is  by ca tegory  and 
departm en t, and  keep ing  trac k  of o v erag es and sh o r ta g e s . W ith  
e le c tro n ic  d a ta  p ro c e s s in g , food c h a in s  and w h o le sa le rs  are  ab le  to  
cut inven to ry  by a  su b s ta n tia l  am ount w ithout experiencing  in co n ­
v en ien ces  or sh o r ta g e s . In  th e  garm ent d is tr ic t  of New York C ity ,
Judy Bond, I n c . ,  h a s  a com puter co n tro lled  conveyor sy stem  to  
a ssem b le  o rders to ta lin g  s ix  m illion  b lo u se s  per y e a r . This h as  
e lim ina ted  th e  problem  of a  tw o -w eek  back lag  of u n filled  o rders 
during th e  peak  s e a s o n . ^2
The im pact o f au tom ation  seem s g rea te r a t th e  w h o le sa le  le v e l 
th an  a t  th e  r e ta i l  l e v e l .  This i s  tru e  b e ca u se  in  th e  w h o le sa le  in d u s try , 
th e re  i s  not th e  sam e type  of cu sto m er s e rv ic e . Autom ation lias a c ­
c e le ra te d  th e  tren d  tow ard  s ta n d a rd ize d  packaging  and sh ipp ing  c a s e s . 
I t is  fe l t  th a t  au tom ation  w il l  su c c e e d  f irs t  in  the  fo o d , d ru g s , and
^ ^C harles R. G o e ld n e r, "Autom ation in  M ark e tin g ."  Tournal of 
M ark e tin g . V ol. 26* N o. 1 , p p . 5 3 .
72'»The P ush -B u tton  W a re h o u s e ."  F ortune , D ecem ber, 1956, 
p p . 140-143 ff .
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v arie ty  w h o le sa le  b u s in e s s .  This c la s s  (convenience) len d s  i ts e l f  
to  au tom ation , h igh  tu rn o v e r, and  low m arg in s. The b reak -ev en  
po in t for au tom ation  in  th e s e  goods can  be  reach ed  e a s i l y . 73 At 
th e  re ta i l  l e v e l ,  au tom ation  i s  e x p ec te d  to  come more slow ly; i t  is  
no t ex p ec ted  to  rev o lu tio n iz e  th e  r e ta i l  m arketing fu n c tio n . It is  
fe lt th a t  th e  custom ers lik e  to  come fac e  to  face  w ith  th e  g o o d s , 
exam ine , f e e l ,  and  com pare th em . Of c o u rs e , m ail order re ta ilin g  
i s  no t under th is  l im ita tio n .
The foregoing i llu s tra tio n s  a re  only  a few w ays in  w hich  te c h ­
n o lo g ica l ad v an ces  have  b e en  u se d  by m anagem ent. There is  one 
o th er a rea  in  w hich  rec en t au tom ation  h a s  begun to  lead  to  changes 
in  th e  d e c is io n  m aking p ro c e s s .
5.. Inform ation T echnology
Raw m ateria l for d e c is io n  m aking is  in fo rm ation . The qua lity  of 
th e  d e c is io n  i s  de term ined  by th e  q u a lity  of th e  in form ation , th a t i s ,  
i t s  t im e lin e s s ,  r e le v a n c e , c o m p le te n e s s , and p re c is io n . In  thinking 
about inform ation tech n o lo g y  fo r d e c is io n s ,  co n s id e r  two broad ty p es  
of d e c is io n s ; program m ed on es and nonprogram m ed o n e s . ^  Programmed 
d e c is io n s  are  c o n sid e red  ro u tin e  and  re p e t it iv e , such  a s ,  routine
^ G o e ld n e r ,  o p . c i t . . p .  5 5 .
^ M e lv in  A nshen , "M an ag e ria l D e c is io n s ,"  in  D unlop, o p . c i t . , 
p p . 6 6 -8 3 .
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inventory  rep la ce m e n t, s tan d ard  o rd e r s , and rou tine  p r ic in g . The 
nonprogrammed d e c is io n s  are  th o se  th a t  a re  n o v e l, com plex , and 
need  sp e c ia l  trea tm e n t, su ch  a s  adding  or dropping a  product or 
m ajor re sea rch  and  developm ent com m ittm ent.
M ost of th e  in c re as in g  volum e of app ly ing  au tom ated  d e c is io n  „ 
m aking involves programmed d e c is io n s .  New a n a ly tic  tec h n iq u e s  such  
a s  lin e a r  programming and dynam ic programming can  be u se d  in  p ro c e s ­
sing  o rdering , b a tc h , item  sch ed u lin g  in  p ro d u ctio n , in v en to ry , s h ip ­
ment and tran sp o rta tio n  sc h e d u lin g . T hese  a l l  have a common 
c h a ra c te r is tic  of being  q u a n tif ia b le , m aking them  su sc e p tib le  to  
au tom ation . Inform ation p ro c e ss  tech n o lo g y  len d s  i ts e l f  tow ard  th e  
stru c tu red  programmed d e c is io n  a rea  and  is  lik e ly  to  rem ain  th e re  for 
som e tim e to  c o m e .^ 5
Perhaps inform ation  tech n o lo g y  w ill  bring  about a su b s ta n tia l  
tra n s fe r  of re sp o n s ib ility  for m aking program m ed d e c is io n s  from 
m anagers to  m ach ines— although m iddle m anagem ent i s  more lik e ly  
to  be  a ffe c te d —th o se  p o s itio n s  w ill  no t n e c e s sa r ily  be d e s tro y e d . 
R a ther, oppo rtun ities  may be opened  up for more e ffe c tiv e  perform ance 
for m anagem ent. There i s  a p o s s ib il i ty  of bring ing  abou t a  more 
im ag inative  and c re a tiv e  a tta c k  on problem  id e n tif ic a tio n  and  d e c is io n  
im plem entation  through re le a s e  from more rep e titiv e  d e c is io n s .
75I b i d . , p .  72
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A nshen has s ta te d  th a t  th e re  may a c tu a lly  be  an  opportun ity  to  en la rge  
th e  m anagerial job w h ich  cou ld  p o ss ib ly  be th e  m ost im portan t co n ­
tr ib u tio n  of inform ation techno logy  to  m anagem ent p r a c t ic e .
S ince com puterized  inform ation techno logy  i s  re la tiv e ly  n ew , i t  
i s  not c e r ta in  how m anagerial d e c is io n s  w il l  be  a ffe c te d . Perhaps 
th e  change w ill most lik e ly  be in  refin ing  jo b  c o n te n t and  not th e  
fu n c tio n . I t  i s  not ex p ec ted  th a t th e re  w ill  be a s ig n if ic a n t change 
in  th e  o rg an iza tio n  s tru c tu re . There does seem  to  be a  tre n d  tow ard  
c e n tra l iz a tio n . Transm itting inform ation rap id ly  and p ro c e ss in g  m ass 
d a ta  econom ically  on cen tra lly  lo c a te d  com puters m akes p o s s ib le  th e  
re tu rn  to  top  m anagem ent of some d ec is io n -m ak in g  re s p o n s ib ili t ie s  
here to fo re  d e le g a te d . This does not p rec lude  return ing  ou tpu t to  
low er le v e l and  fie ld  m anagers for ad m in is tra tiv e  u s e .
A nshen h as po in ted  out th a t ,  "A new p roduction  techno logy  in  
th e  form of au tom ated  p ro ce ss in g  of m ate ria ls  w ill  not le a d  to  rad ic a lly  
new forms of m anagem ent o rg a n iz a tio n . 1,7 ^  ^tftalics origina_l7 The 
re a so n  for th is  is  b e c a u se  th e  w ay in  w hich  work done on m ate ria ls  
does no t determ ine th e  d e c is iv e  function  of m anagem ent. The o rgan iza  
tio n  s tru c tu re s  and ad m in is tra tiv e  p ro c e s s e s  w hich  define  m anagem ent 
h ie ra rc h y , re la tio n s h ip s , and perform ances a re  to  a  g rea t ex ten t a 
re sp o n se  to  th e  d ec is io n  making requ irem en ts and im p lem en ta tion .
76I b i d . ,  p .  66.
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T hese  a re  not a  function  of m anufacturing te c h n o lo g y . There are  
som e o rg an iz a tio n a l im p lica tions th a t shou ld  be  c o n s id e re d , how ever.
6 . O rg an iza tio n a l Im plications
In  a  rec en t survey of a sam ple from F o rtu n e 's  l i s t  of 1958 top  
500 o rg a n iz a tio n s , an  a ttem pt w as made to  . . id en tify  many of 
th e  hum an and o rg an iza tio n a l problem s th a t w ill  requ ire  c a re fu l
7 7p lann ing  if  n eg a tiv e  co n seq u en ces  are  to  be m inim ized or m it ig a te d . ' 
Two hundred and te n  check  l i s t  rep lie s  w ere  rece iv ed  and  ta b u la te d  
in to  a  "H igher-A utom ated" and a  "Lower-A utom ated" group (HA and 
LA).
S e v e n ty -s ix  per c e n t of th e  HA group and 75 per cen t o f th e  
LA group reported  th a t  au tom ation  in c re a se d  superv iso ry  re s p o n s ib i li ty . 
It w as rep o rted  th a t autom ation  in c re a s e s  th e  in te rd ep en d en ce  of w ork 
among su p e rv iso rs  a t the  sam e lev e l by 62 per cen t of th e  HA group and  
53 per c en t of th e  LA group . Both groups ag reed  a t th e  76 per cen t le v e l 
th a t  au tom ation  in c re a se d  th e  ra tio  o f su p e rv iso rs  to  w o rk e rs . The 
rea so n  for th is  is  th a t su p e rv iso rs  have to  assum e re s p o n s ib ili ty  for 
a la rg e r  sp an  of th e  line  to  keep  m achinery function ing  p ro p erty . I t 
w as l e s s  c e r ta in  a s  to  w hether au tom ation  ten d ed  to  red u ce  th e  num ber 
of sup erv iso ry  le v e ls .  F ifty -fiv e  per cen t of th e  HA group f e l t  th a t  th e
77 O tis  L ip s tre u , "O rgan iza tional Im p lica tions of A u to m atio n ," 
Tournal of th e  Academy of M anagem ent. A ugust, 1960, p p . 11 9 -1 2 4 .
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num ber o f su p e rv iso ry  le v e ls  w as  not reduced ; w h e re a s , only 46 per 
c e n t of th e  LA. group fe l t  th is  w a y . A lthough no p e rc en ta g es  w ere  
g iv e n , th e  repo rt d id  s ta te  th a t a  w ide m ajority  of e x e c u tiv e s  p o lled  
fe lt th e re  w as no red u c tio n  in  d ire c t com m unication b e tw een  w orkers 
and su p e rv iso rs .
By a la rg e  m ajo rity , 94 per cen t and  75 per cen t re s p e c t iv e ly , 
th e  HA and  LA groups rep o rted  th a t  au tom ation  led  to  a g re a te r  ra tio  
of in d ire c t lab o r to  th e  to ta l  p lan t lab o r fo rc e . T hese in d ire c t w orkers 
c o n s is t  m ainly of te c h n ic a l  s p e c ia l i s ts  and  m ain tenance  p e rso n n e l.
At th e  80 per c e n t and 81 per c en t le v e ls  re s p e c tiv e ly , th e  HA and  LA 
groups rep o rted  a red u c tio n  of th e  s iz e  o f th e  work team s under 
au to m atio n . A m ajority  of both  groups a lso  ag reed  th a t au tom ation  
le a d  to  in c re a s e d  is o la t io n  of th e  w o rk e rs . T h is , of c o u rs e , w ill  
p robably  p re se n t som e p sy c h o lo g ic a l and  so c io lo g ic a l problem s w hich  
w ill  need  c a re fu l s tu d y .
In  sum m ary, som e te n a tiv e  c o n c lu s io n s  may be drawn from the  
su rv e y . Autom ating th e  w ork a t th e  low er le v e ls  of th e  o rg an iza tio n  
in d ic a te s  th a t th e  su p e rv iso r  w ill  have to  m ake d e c is io n s  a t th e  work 
le v e l  q u ic k ly . A lthough su p e rv is in g  few er w o rk e rs , coo rd in a tio n  w ith  
p e e rs  w ill  becom e im portan t for e ac h  su p e rv iso r . The su p e rv iso r  may 
be  c a lle d  upon to  su p e rv ise  and coo rd ina te  th e  work of a m ain tenance  
s ta f f .  The su p e rv iso r  shou ld  be  a b le ,  w ith  proper tra in in g , to  do a 
b e tte r  hum an re la tio n s  jo b .  A lthough th e re  ap p ea rs  to  be  no red u c tio n
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of d irec t com m unication b e tw ee n  su p e rv iso rs  and w o rk ers , "The 
su b s ta n c e  of com m unication  w ill  probably  be  ch a rac te rize d  le s s  by 
d irec t work a ss ig n m en ts  and  p e rso n a l d irec tio n s  and more by a co n ­
s u l ta t iv e ,  team  approach  g e a red  to  th e  o b jec tiv e  of keeping th e  lin e  
m oving. "78 S ince  th e re  w ill  be  p re se n t a  g re a te r  number of m ain­
ten a n ce  p e rso n n e l to  g ive  c lo s e r  a tte n tio n  to  p ro c e s s e s ,  some problem s 
of o rg an iza tio n  may r e s u l t .  M anagem ent shou ld  g ive  carefu l c o n sid e ra ­
tio n s  to  lin e s  of au th o rity  b e tw een  the  s u p e rv iso rs , o p e ra to rs , and 
te c h n ic a l m en.
T echno log ica l in n o v a tio n s  a re  becom ing in c re as in g ly  an in teg ra l 
p a rt of many b u s in e s s  o p e ra t io n s . It w i l l ,  p e rh a p s , be a long tim e 
before  many firm s can  adop t au tom ation  to  any ap p rec iab le  d eg ree .
Some la rg e  com panies hav e  w ritte n  off th e ir  "experim en ts" and have 
gone back  to  o lder w a y s . One w e s t c o a s t  firm w ent back to  a standard  
c a lc u la tin g  sy stem  for g e n e ra l accoun ting  and b ill in g . R esu lts from
70th is  move have  b e en  m oney sa v e d  and ge tting  work done fa s te r .
M anagem ent h a s  to  m ake d e c is io n s  w ith in  th e  tech n o lo g ica l 
framework w ith in  w h ich  th e  firm  o p e ra te s . The p ro fitab ility  of moves 
to  more au tom ation  h a s  to  be  c o n s id e re d , a s  w e ll a s  concom m ittant 
problem s in  lab o r re la tio n s  and  o rg an iz a tio n a l c h a n g e s .
^ I b i d . . p .
7 9 "Is th e  C om puter Running W ild ? "  Uj. J!_. News and W orld 
R eport, February 24 , 1964, p .  8 2 .
CHAPTER VII
• CONTROLLABILITY OF ENVIRONMENTAL FACTORS
A. C o n tro llab ility  of E x te rna l F ac to rs
Among th e  env ironm ental fac to rs  th a t h av e  been  c o n s id e re d , a ll  
bu t th e  in -p la n t  environm ent and lab o r re la tio n s  have  b e e n  prim arily  
e x te rn a l to  th e  firm . G e n e ra lly , th e s e  e x te rn a l fa c to rs  have  been  
c o n s id e re d  n o n c o n tro lla b le . Lazer su g g e s ts  th a t  p o lit ic a l  fo rc e s , 
th e  econom ic c lim a te , and  th e  s o c ia l and  c u ltu ra l  fo rces can n o t be 
co n tro lled  by m anagem ent. A ccording to  th is  v ie w , th e  b e s t  m anage­
m ent c a n  do i s  to  a p p ra ise  them  in te l l ig e n t ly .*
In  th is  s e c tio n , th e  foregoing env ironm en ta l fa c to r s ,  to g e th e r  
w ith  pub lic  a ttitu d e  w ill b e  exam ined to  de te rm ine  w h e th er th e y  a re  
n o n c o n tro lla b le , o r p a rtia lly  c o n tro lla b le . The p o lit ic a l  fo rces  are  
a ssu m ed  to  be  the  le g a l env ironm ent.
1 . The L egal Environment
Some b u s in e s s  law s come out o f th e  chan g in g  fo rtunes (or 
m isfo rtunes) of com petitive  g ro u p s. D is s a t is f a c t io n  of many w h o le ­
s a le r s ,  r e ta i l  d e a le rs ,  and  some p a ss iv e ly  sym path iz ing  m anufacturers
*W illiam  L azer, "P e rsp e c tiv es  on  S a le s  F o re c a s tin g ,"  B usiness 
T o p ic s , Vol. 7 , N o. 1, W in te r , 1959, p p . 4 1 -5 1 .
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le d  to  th e  m odifica tion  of e x is tin g  law s in  the form of th e  R ob inson- 
Patm an A ct. In  d isc u ss in g  r e ta i le r s ,  th e  au thors of D oes D is tr ib u tio n  
C o s t Too M uch? s a id ,  "Those ab le  to  ho ld  th e ir  own w ith  pow erful 
s e l l e r s ,  or to  d ic ta te  to  th e  le s s  pow erfu l, have ta k e n  th e ir  s ta n d  
in  favor of 'f re e  c o m p e tit io n .' The o thers have grouped to g e th e r  to  
a t ta in  su ff ic ie n t p o lit ic a l s treng th  to  secu re  th e  em bodim ent in  law  
of th e ir  own co n cep tio n  of fa ir  trad e  and com petitive  o p p o r tu n ity ." 3
R e ta ile rs  w ere re sp o n s ib le  to  a very  large  ex ten t for r e s a le -  
p rice  m ain tenance  la w s . T his is  e sp e c ia lly  tru e  in  th e  drug f ie ld  
w here  p rice  cu tting  w a s  s e v e re . In  many c a s e s ,  i t  w as th e  "reg u la r"  
re ta i le r  th a t w as  w on o v e r. According to  D uncan and P h il l ip s ,  th e  
p re s su re  ex erted  by th e  w e ll-o rg a n iz e d  efforts o f th e  re ta il  d ru g g is ts  
w as th e  im m ediate c a u se  of re s a le -p r ic e  m ain tenance  in  th e  U n ited  
S t a t e s .3
The M ille r-T yd ings Act did not sp e c if ic a lly  m ention a n on ­
s ig n e r 's  c la u s e  in  re la tio n  to  r e s a le -p r ic e  m ain tenance la w s .  At 
l e a s t  one firm dec id ed  to  t e s t  the  la w . Schw egm ann B ro th e rs , a  la rg e  
superm arket ir> New O rle a n s , L o u is ian a , so ld  som e fa ir  tra d e d  item s 
below  th e  minimum s e t  by th e  m anufactu rer. The s to re  co n ten d ed  it
3P a u lW . S tew art and  J .  F rederic  D ew hurst, D oes D is tr ib u tio n  
C o s t Too M uch (New York; The Tw entieth  C entury Fund, 1939), p .  247 .
3D uncan  and P h i l l ip s ,  o p . c i t . , p .  720.
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had not sig n ed  a n  ag reem en t to  s e l l  a t th e  fa ir - tra d e d  p rice  and  w as 
there fo re  no t su b je c t  to  th e  M ille r-T yd ings A c t. The U . S . Supreme 
C ourt in  1951 ru led  th a t th e  M ille r-T yd ings Act ap p lied  only to  
s ig n e r s . A lthough th e  m anagem ent of Schw egm ann did not contro l 
th e  le g a l env ironm en t, b y  i ts  a c tio n  in  d e fe n s e , th e  leg a l env iron­
ment in  th is  a re a  w a s  m o d ified .
In a n  in tr a s ta te  com m erce c a s e ,  Schw egm ann Brothers te s te d  
th e  L ou isiana  fa ir - tra d e  l a w s . The re su lt  w a s  th a t  th e  L ouisiana 
Supreme C ourt in  D r. G . H . T ichnor A n tisep tic  Company v s .  
Schw egm ann B rothers G ian t Super M arkets (231 L a. 51 , 1956) ru led  
th e  s t a t e 's  fa ir - tra d e  la w s  u n c o n stitu tio n a l and  v o id . A gain , th e  
d e fen se  of one firm  re s u lte d  in  the  a lte ra tio n  of th e  leg a l env ironm ent.
During th e  1 9 2 0 's ,  th e re  w as a  re a c tio n  a g a in s t th e  corporate  
ch a in  s to r e s . T his a tt i tu d e  o rig in a ted  in  th e  ran k s of th e  independen t 
re ta ile rs  and  w h o le s a le r s . G roups of in d ep en d en t b u s in e ssm e n , re p re ­
sen tin g  a  m ilitan t m in o rity , w ere  a b le  to  im p ress  le g is la to rs  th a t  law s 
w ere needed  to  p ro tec t th e  sm a ll b u s in e ssm a n . Throughout th e  U nited  
S ta te s ,  many s ta te  le g is la tu re s  b eg an  im posing  " a n ti-c h a in -s to re  
t a x e s ."  It w as rep o rted  th a t  th e  sp o n so rs  of th is  type  of le g is la tio n  
w ere  in te re s te d  in  p e n a liz in g  th e ir  r i v a l s .4
^M aurice  W . L ee , "A n ti-C hain -S to re  Tax L e g is la tio n ,"  Jo u rn a l 
of B u s in e s s . S tu d ies  in  B u sin e ss  A dm in is tra tion , Vol. 9 , N o. 4 ,
Ju ly , 1939, p .  2 .
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D uncan and P h illip s  s ta te  th a t  th e  re a l  o b jec tiv e  o f th e s e  law s 
is  to  p ro tec t th e  le s s  e ff ic ie n t r e ta i le r s  and  w h o le sa le rs  from co m p e ti­
tio n  of th e  c h a in s .^  O ver th e  y e a rs  s in c e  th e s e  s p e c ia l  ta x e s  w ere  
f ir s t  lev ied  on ch a in  s to r e s ,  approx im ate ly  28 s ta te s  have  e n a c te d  
around 1 ,300  p ie c e s  of le g is la t io n  a g a in s t th e  ch a in s  in  fe d e ra l, 
s t a te ,  and  lo c a l  la w s . As of 1958, a n ti- c h a in  s to re  law s w ere  e ith e r  
e x p ire d , re p e a le d , or d ec la red  u n c o n s titu tio n a l by 14 of th e  s t a t e s . 6
A nother type  of s p e c ia l  in te re s t  le g is la t io n  d e a ls  w ith  trad in g  
s ta m p s . Some re ta ile rs  argue th a t  trad in g  stam ps are  an  un fair form of 
co m p e titio n . In  re sp o n se  to  th e  urging of a n ti-s ta m p  r e ta i l e r s ,  s ta te  
le g is la tu re s  have  responded  in  d iffe ren t w a y s . K ansas and  W yoming 
p a s s e d  law s p roh ib iting  th e  is s u a n c e  o f trad in g  s ta m p s , w h ile  th e  
s ta te  o f W ash ing ton  le v ie d  a  p ro h ib itiv e  ta x  on re ta ile rs  th a t i s s u e d  stam ps
7
redeem able  in  m erch an d ise .
S p ec ia l ta x e s  le v ie d  by s ta te s  on fo reign  co rpo ra tions hav e  a ls o  
b e en  u se d  to  p ro tec t s p e c ia l  in te re s t  g ro u p s . Sometime s th e s e  ta x e s  
have  b een  cripp ling  to  fo reign  co rpo ra tions and  hand icap  in te r s ta te
^D uncan  and  P h il l ip s , op_. c i t . , p .  745 .
^M innie B. T racdy , The P re se n t S ta tu s  of th e  C ha in  S tore  T ax . 
w ith  S p e c ia l R eference to  th e  L o u is ian a  Law (R uston, L o u is ian a :
L ou isiana  P o ly techn ic  In s t i tu t io n , D epartm ent of B u sin ess  and  
Econom ic R e se a rch , A pril, 1958X p p . 4 - 5 .
^ D uncan and P h il l ip s , o p . c i t . . p .  746 .
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m anufactu rers w h ile  p ro tec tin g  in tra s ta te  m anu fac tu rers . To th e  
e x te n t th a t b u s in e s s  firm s have  been  ab le  to  ge t th e s e  ta x e s  le v ie d , 
th ey  have  b een  a b le  to  a l te r  th e  le g a l environm ent in  th e ir  fav o r.
In  lab o r la w , th e  am endm ent pf th e  W agner Act through th e  T a ft-  
H artley  Act s trong ly  re f le c te d  th e  v iew s of em ployer spokesm en  who 
h ad  a s  th e ir  o b jec tiv e  to  curb  th e  pow er of o rgan ized  la b o r .^
It i s  s e e n  th a t  th e  p o lit ic a l  c lim ate  has b een  m odified by s p e c ia l  
in te re s t  g ro u p s , and  in  som e c a s e s  by th e  ac tio n  of s in g le  firm s , su c h  
a s  Schw egm ann B ro thers . As a genera l ru le ,  m ost p re ssu re  com es from 
o rg an iz a tio n  of tra d e  or p ro fe s s io n a l g ro u p s.
The A m erican Fair Trade C o u n c il, supported  by 2 ,0 0 0  fa ir  trad in g  
m an u fa c tu re rs , h a s  p a rtic ip a te d  a c tiv e ly  in  le g is la t iv e  a c t iv i t ie s . The 
N a tio n a l A sso c ia tio n  of R e ta il D rugg ists f in an ces  and o p e ra tes  th e  
Bureau of E ducation  on F a ir T rade . This a s so c ia t io n  is  b ack ed  by 
3 7 ,0 0 0  mem bers re p re se n tin g  1 ,000  re ta ile rs  and w h o le s a le rs . This 
group lo b b ie s  for fa ir trad e  le g is la t io n .
Of th e  many lobbying  b u s in e s s  g ro u p s, perhaps th e  C ham ber of 
Com m erce and  th e  N ationa l A sso c ia tio n  of M anufacturers (NAM) a re  th e
8R. S . A lexander, "G overnm ent C ontrol and A id ,"  in  C h a rle s  F . 
P h i l l ip s , e d . ,  M arketing  by M anufacturers (C hicago: R ichard D .
Irw in , I n c . ,  1946), p .  5 9 1 .
g
Bloom and  N orthrup , o p . c i t . , p .  758 .
lO Z ipser, A lfred R . ,  '"F a ir  T rade ' Fight S h ifts  to  C a p ita l ,"  New 
York T im es. January  6 , 1958, p .  138, c o ls .  4 -6 .
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dom inate o n e s . Each group s e e k s  le g is la t io n  favorab le  to  th e  members 
of th e  g roup . The N a tio n a l A sso c ia tio n  of M an u fac tu re rs ' lobbying 
a c t iv i t ie s  brought a c o n g re s s io n a l in v e s tig a tio n . The in v e s tig a tin g  
com m ittee d e sc rib e d  NAM a s :
An o rg an iz a tio n  having  p u rp o se s  and a sp ira tio n s  along 
in d u s tr ia l ,  s e l l in g ,  p o l i t i c a l ,  e d u c a tiv e , le g is la t iv e ,  
and  o ther l i n e s , so  v a s t  and  far reach in g  a s  to  e x c ite  a t 
once  adm ira tion  and fe a r-ad m ira tio n  for th e  genu is w h ich  
co n ce iv ed  th e m , and fe a r  for th e  u ltim ate  e ffe c ts  w hich  the  
s u c c e s s fu l  accom plishm en ts  of a l l  th e s e  am bitions m ight 
have in  a governm ent su ch  a s  o u r s .H
T h u s , w h ile  th e  p o lit ic a l  c lim ate  is  g en e ra lly  co n sid e red  to  be 
u n c o n tro lla b le , e v id e n ce  in d ic a te s  th a t  in  som e c a s e s  s in g le  firms 
and sp e c ia l  in te re s t  g roups c an  p a rtia lly  c o n tro l, or a t le a s t  modify 
th e  le g a l environm ent in  term s favo rab le  to  th em .
2 . P ub lic  A ttitude  F ac to rs
It i s  pe rh ap s ax io m atic  th a t  m anagers w an t th e  pub lic  a ttitu d e  
to  be  favorab le  tow ard  th e ir  c o m p a n ie s . T his in v o lv es com pany im age 
and  re p u ta tio n . L azer m entions im age an d  rep u ta tio n  a s  being  co n ­
tro lla b le  com pany fac to rs  in  th e  d e te rm ina tion  of th e  in te rn a l b u s in e ss  
en v iro n m en t. 12 im age and rep u ta tio n  a s  h e re  co n sid ered  a re  in  the  
m inds of bo th  m anagem ent a n d  th e  p u b lic , and  how th e  pub lic  fe e ls
^ D o n a ld  C . B la is  d e l l ,  A m erican D em ocracy U nder P re ssu re  (New 
York: The Ronald P re ss  C om pany, 1957), p . 32 .
l^ L a z e r ,  L o c . c i t .
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abou t a company i s  an  ex te rn a l fa c to r . M anagem ent c a n  perhaps 
co n tro l the  im age and  rep u ta tio n  i t  w a n ts  to  p ro jec t to  th e  p u b lic .
I t i s  not a t a l l  c e rta in  w hether th e  p u b lic  w il l  v iew  th e  firm in  the 
sam e w ay a s  d e s ired  by m anagem ent.
S ince  a ll  firm s do have a  p u b lic  r e la tio n s )  w h e th er th e s e  r e la ­
t io n s  a re  good , b a d , or in d iffe ren t w ill  depend  upon how th e  pub lic  
v iew s th e  firm . As show n in  C h ap te r IV, m any firm s a c tiv e ly  seek  to  
c re a te  a  favorable im p ress io n  upon th e  p u b lic . I t  seem s apparen t 
th a t  w h ile  th e  im age and rep u ta tio n  of a  firm a re  not com plete ly  c o n ­
t ro l la b le ,  n e ith e r a re  th ey  com plete ly  u n c o n tro lla b le . Through a c tio n  
by m anagem ent, pub lic  a tt i tu d e s  c a n  be  c h a n g e d , th e re b y , m odifying 
th e  environm ental fac to rs  of p u b lic  a t t i tu d e .
3 .  S o c ia l and  C u ltu ra l Factors
I t has been  s ta te d  th a t th e  s o c ia l  fo rce s  and c u ltu ra l en v iro n ­
m ent a re  n o n co n tro llab le , and a t b e s t ,  a l l  m anagem ent can  do is  to  
a p p ra ise  them  in te l l ig e n tly . On th e  su rfa ce  th is  seem s read ily  
ap p aren t; how ever, on c lo s e r  exam in a tio n  of th e  fac to rs  in v o lv e d , 
som e of th e s e  fac to rs may be p a r tia lly  c o n tro lla b le ; or a t  l e a s t ,  th e s e  
fac to rs  may be  partly  determ ined  by b u s in e s s  e n te rp r is e s  and m ana­
g e ria l  p o l ic ie s .
13Loc. c i t .
281
‘ For one th in g , th e  p roduction  and d is tr ib u tio n  of goods and 
s e rv ic e s  to  fam ilie s  w hose  s e rv ic e s  are  em ployed in  carry ing  out
t
th e  form er h a s  an  e ffec t on th e  p a tte rn  and le v e l o f l iv in g . M uch 
a d v e rtis in g  h as  been  done to  ed u ca te  and in troduce  consum ers to  
new  an d  b e tte r  goods and s e r v ic e s . M anager's  d e c is io n s  to  in novate  
and  u t il iz e  in v en tio n s  of tech n o lo g y  have b een  re s p o n s ib le , in  p a r t ,  
for th e  r is in g  s tandard  of l iv in g . W ages and  s a la r ie s  pa id  to  p ro ­
d u ce rs  of goods an d  s e rv ic e s  a re  to  an  ex ten t co n tro llab le  by b u s in e s s  
f irm s. I t is  th e s e  paym ents th a t a llow  consum ers to  buy more and  
v a rio u s  goods and  se rv ic e s  th a t a ffec t the  c u ltu ra l and s o c ia l  p a tte rn  
o f b e h a v io r .
In  som e c a s e s ,  m anagem ent may be ab le  to  d irec tly  modify or 
n u llify  som e c u ltu ra l in f lu e n c e s . W e b s te r 's  New C o lleg ia te  D ic tionary  
d e fin e s  cu ltu re  a s  th e  a c t of developm ent by e d u ca tio n , d isc ip lin e  and 
tra in in g ; a l s o ,  "The en ligh tenm ent and refinem ent of ta s te  acq u ired  by 
in te l le c tu a l  and  a e s th e tic  t r a in in g ."  In  C hap ter V i t  w as d is c u s s e d  
how a h e a tin g  equipm ent com pany used  the  se rv ice s  of an  an th ro p o lo ­
g is t  to  rem ove th e  c u ltu ra l b lock  th a t p reven ted  th e  company from 
en te rin g  th e  m arket a re a .  Thus m anagem ent, w hile  perhaps not be ing  
a b le  to  co n tro l th e  so c ia l fo rces and  cu ltu ra l env ironm ent, c a n , through  
p ro d u c tio n  of new products and educa ting  th e  p u b lic , le a d  to  a  m od ifica ­
tio n  of th e  environm ental fram ew ork.
4 . The Econom ic C lim ate
The g en era l econom ic env ironm en t, of w hich c y c lic a l f lu c tu a ­
tio n s  are  a p a r t ,  is  g en era lly  c o n s id e re d  to  be  beyond th e  con tro l of 
m anagem ent. From K atona, a b o v e , i t  w a s  no ted  th a t  b u s in essm en  
fe e l th ey  can  do nothing about th e  b u s in e s s  tren d s th em se lv es; 
ra th e r , th e re  a re  p o s s ib le  a lte rn a tiv e s  depending  upon th e  e x p ec ta tio n  
of th e  m anager. This v iew poin t i s  a c c e p te d  h e re . There a re  o ther 
fac to rs  w ith in  th e  econom ic environm ent a s  d is c u s s e d  in  C h ap te r VI 
for w hich  m anagem ent may have p a r t ia l  c o n tro l. T hese are  th e  com ­
p e titiv e  c lim ate  and tec h n o lo g y .
C e rta in  firm s may e s s e n tia l ly  con tro l p rice s  of output if  th ey  
a re  in  o lig o p o lis tic  in d u s tr ie s  and  c an  be  a  p rice  le a d e r . At t im e s , 
th e  le a d e r  may sh ift from one firm to  a n o th e r . W ith  or w ithout open 
c o llu s io n , th e  deg ree  to  w hich  a firm can  m ain tain  i ts  p o s itio n , i t  
w ill  have som e co n tro l over co m p e titio n . O ther firm s may e x e rc ise  
som e con tro l o f th e  com petition  s itu a tio n  by th e ir  proxim ity to  raw  
m ate ria ls  and m a rk e ts . If  a  firm is  in  a p o s itio n  to  con tro l or p a rtia lly  
con tro l th e  so u rces  of su p p ly , i t  c an  a t l e a s t  p a rtia lly  con tro l com ­
p e ti t io n . A firm m ay, through product d iffe re n tia tio n , ob ta in  som e 
con tro l over c o m p e titio n . If tw o or more firm s produce and s e l l  the  
sam e g en eric  product su ch  as a s p ir in ,  an d  if  one firm can  c a u se  co n ­
sum ers to  d iffe ren tia te  th is  com pany 's  p roduct from i ts  com petito rs
283
p ro d u c t, some la ti tu d e  can  be  g a in ed  in  se ttin g  a h igher p rice  for 
th e  p ro d u c t.
M anagem ent can  a ls o  have  som e con tro l over te c h n o lo g y . In  
g e n e ra l ,  no con tro l c an  be e x e rc ise d  over in v e n tio n s . H ow ever, i f  
m anagem ent has i ts  own re se a rc h  d ep artm en t, som e con tro l c a n  be 
e x e rc is e d  over u se fu l in v e n tio n s ta s  th ey  a re  d e v e lo p e d . M an ag e­
m ent perhaps h a s  more con tro l over innovation ; th a t  i s ,  pu tting  
th e s e  in v en tio n s to  w ork . Innovation  is  not th e  product of d e c is io n  
m aking a lo n e . The righ t techno logy  m ust be  sough t to  fit th e  p a rtic u la r  
n e e d . W hen th is  is  d o n e , and  c a p ita l  i s  a v a i la b le ,  m anagem ent c a n  
have a  re a so n a b le  am ount of co n tro l of th e  u se  o f te c h n o lo g y .
B. C o n tro llab ility  o f In te rn a l F acto rs
In d isc u ss in g  th e  c o n tro lla b ility  of th e  in te rn a l fa c to rs , th e  lab o r 
re la tio n s  environm ent a s  covered  in  C h ap te r I I I , a s  w e ll a s  th e  s o c ia l ,  
p sy c h o lo g ic a l, and  c u ltu ra l in -p la n t env ironm en t, w ill  be  c o n sid e red  
in te rn a l f a c to r s . W hile  th e  union o rg a n iz a tio n a l s tru c tu re  is  e x te rn a l 
to  th e  b u s in e ss  e n te rp r is e , th e  d e c is io n s  m anagem ent h a s  to  m ake r e ­
gard ing  lab o r re la tio n s  cover th e  w orkers w ith in  th e  o rg a n iz a tio n , both  
union  members and  non -un ion  m em bers. T h u s, i t  seem s c o n s is te n t  to  
co n s id e r th e se  re la tio n s  a s  in te rn a l f a c to r s .
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1. L abor-M anagem ent R ela tions
T ra d itio n a lly , m anagem ent h as  he ld  th e  view  th a t i t  h ad  the  
p re ro g a tiv e  to  h i r e ,  f i r e ,  t r a n s fe r , p rom ote, dem ote , e s ta b l is h  w ag es  
i t  w ould  pay  th e  w o rk e rs , and  o therw ise  g en era lly  e s ta b lis h  th e  
working co n d itio n s  for th e  e m p lo y ee s . As o rgan ized  labo r g a in ed  
in  s t re n g th , and  dem anded and rec e iv e d  reco g n itio n  a s  bargain ing  
ag en ts  fo r th e  e m p lo y e e s , som e em ployers e s ta b lis h e d  com pany un ions 
in  o rder to  m ain ta in  con tro l o f th e  em ployer-em ployee r e la t io n s .- A fter 
com pany un ions w ere  o u tla w e d , som e firm s preferred  to  d ea l w ith  sm all 
in d ep en d en t un ions (w hich in  many c a s e s  w ere outgrow ths of com pany 
u n io n s) .
The la b o r- re la tio n s  environm ent may be sa id  to  c o n s is t  of 
se v e ra l fa c to rs :  th e  ph ilo sophy  of m anagem ent, th e  a ttitu d e  of th e  
union i t s e l f ,  th e  governm ent, and  th e  p u b lic  in  g e n e ra l .  B u s in e sse s  
have  to  som e e x te n t ,  b een  a b le  to  modify th e  environm ent by p re ssu re  
on le g i s la to r s ,  and p u b lic  re la tio n s  program s d irec ted  to  the  p u b lic .
As b e tw ee n  m anagem ent and lab o r d ire c tly ,  i t  seem s apparen t th a t 
m anagem ent can n o t g en e ra lly  con tro l th e  env ironm ental fac to r of th e  
union e x c e p t a s  i t  c an  in flu en ce  th e ir  union o ff ic e rs .
In  som e c a s e s ,  su ch  a s  u n o ffic ia l un ion-m anagem ent re la tio n s  
a s  d is c u s s e d  in  C h ap te r I I I , m anagem ent may be ab le  to  p a rtia lly  c o n ­
tro l th e  environm ent so  long a s  th e re  is  a rec ip ro ca l ag reem en t.
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The ph ilo sophy  of m anagem ent tow ards o rgan ized  la b o r, to  a  
g rea t e x te n t, de term ines th e  la b o r- re la tio n s  env ironm ent. T h is , i t  
s e e m s , can  be co n tro lled  a s  w itn e s se d  by th e  various p o lic ie s  th a t 
m anagem ent adop ts in  d ea lin g  w ith  th e  u n io n . Although m anage­
m en t's  ph ilosophy  p e rh ap s w ill  not co n tro l th e  env ironm ent, i t  c an  
%
se t th e  s ta g e  for a m od ifica tion  of th a t  environm ent to  th e  degree 
th a t p o lic ie s  a re  adop ted  e x p re ss in g  m anagem en t's  ph ilo so p h y .
2 . The S o c ia l , and  P sy ch o lo g ica l Environm ent
The environm ent c re a te d  by th e  s o c ia l ,  and p sy ch o lo g ica l 
fac to rs  w ere  d is c u s s e d  in  C h ap te r V in  term s of needs and  need s a t i s ­
fac tio n  through s o c ia l  r e la t io n s h ip s ,  w ork a rrangem en t, and  p ay . It 
seem s e v id e n t th a t m anagem ent canno t co n tro l th is  environm ent b e ­
c a u se  i t  c a n  n e ith e r  co n tro l th e  n eed s  or s a t is fy  th em . M anagem ent 
does have a t i t s  con tro l som e to o ls  and  m ethods w hereby many of th e  
n eed s can  be  s a t is f ie d .
M anagem ent c an  re la te  pay  to  th e  o rg an iz a tio n a l s tru c tu re . It 
can  a ls o  change  th e  form al s tru c tu re . As more i s  le a rn ed  about s tru c ­
tu res  th a t a re  app rop ria te  for c e r ta in  ty p e s  of a c t iv i t ie s ,  th e  o rg an iz a ­
tio n a l s tru c tu re  c an  be  ch anged  a c c o rd in g ly . In  many c a s e s  the  work 
flow can  be  changed  to  a llow  for so c ia l  in te ra c tio n , w hich  can  se rv e  
a s  a v e h ic le  for fu lfillin g  som e s o c ia l  n e e d s .
T hus, through p a y , o rgan iz ing  work flo w , changing  the
o rg an iza tio n  s tru c tu re , and sm all group w ork a s s ig n m e n ts , i t  is  
p o ss ib le  for m anagem ent to c a u se  th e  environm ent o f s o c ia l  and 
p sy ch o lo g ica l needs to  be a lte re d .
CHAPTER VIII
ENVIRONMENTAL FACTORS SUMMARIZED WITH CONCLUSIONS 
A. G en era l Summary of th e  Study
The b u s in e s s  en te rp rise  i s  co n sid ered  to  be  a  s o c ia l  o rg a n iz a tio n . 
As su c h , i t  e x is ts  in  an  environm ent of re la tio n sh ip s  w ith  p e o p le , 
w h e th er th ey  a re  em p lo y ers , c u s to m e rs , a p a rtic u la r  p u b lic , or th e  
g e n e ra l pub lic  a s  re p re se n te d  by th e  v a rio u s  governm ents.
I t  i s  w ith in  th is  env ironm ental framework th a t  m anagers have  to  
make d e c is io n s . A lthough th e re  are  innum erable environm ental fac to rs  
th a t have  an  e ffe c t on m anageria l d e c is io n s , only se le c te d  fac to rs  from 
th e  environm ents of governm ent, labor-m anagem ent re la tio n s , pub lic  
a t t i tu d e ,  so c ia l  and  c u ltu ra l fo rc e s , and th e  econom ic c lim a te , w ere 
c o n s id e re d .
1 . L egal Environm ent A ffects D ec is io n  M aking
The le g a l environm ent h a s  had various e ffe c ts  through th e  o p e ra ­
tio n  of common la w , and  various law s dealing  w ith  a n ti tru s t ,  re s tra in t  
of t r a d e ,  r e s a le -p r ic e  m a in ten an ce , and  labor-m anagem ent r e la t io n s . 
The le g a l  environm ent h a s  changed  from one in  w hich  th e re  w as l i t t le  
governm enta l reg u la tio n  and  in te rfe ren ce  prior to  th e  Sherm an Act of
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1890, to  an  environm ent in  w hich  th e  governm ent h as  becom e 
p ra c tic a lly  an o th e r p a rtn e r in  th e  o p era tio n  of a  b u s in e s s  e n te rp r is e . 
C om petition  in  le g is la t iv e  b o d ies  and  governm ent has supp lem en ted , 
and  in  som e c a s e s ,  su p p lan ted  com petition  in  th e  m arket p la c e .
Some firm s have  tu rn ed  over som e of th e ir  m arketing functions to  
th e  lo b b y is t and  c o u n se l for th e  com pany. The a n titru s t law s have 
s e t  lim ita tio n s  on b u s in e s s  com binations and  m ergers. U ncerta in ty  
e x is ts  a s  to  th e  per c e n t of ow nersh ip  n e e d e d , w hat th e  re levan t m arket 
i s , and  th e  share  of th e  m arket needed  before  a firm can  be charged  a s  
tend ing  to  c re a te  a  m onopoly.
Thus a m anager canno t be su re  if  he  i s  v io la tin g  some law . A 
p a rtic u la r  a c t  may be deem ed i l le g a l  if  th e re  i s  a  rea so n a b le  p robab ility  
th a t  th e  a c t  may le s s e n  com petition  in  th e  fu tu re .
The b u s in e ssm a n  is  a ls o  fac ed  w ith  u ncerta in ty  in  many d e c is io n s  
regard ing  a d v e r t is in g , pirice c o n c e s s io n s , and o ther p ra c tic e s  u n le s s  he 
g e ts  prio r app rova l from th e  F .T .C .  It seem s apparen t many firms have 
a t som e tim e v io la te d  som e of th e  la w s . Some m anagers have apparen tly  
lea rn ed  to  l iv e  w ith  th e  law s w h ile  o th er m anagers flou t them . Some 
v io la to rs  may w elcom e a c e a s e  and  d e s is t  order from th e  cou rts  or th e  
F .T .C .  regard ing  p rice  c o n c e s s io n s  b e c a u se  th ey  did not w an t to  g ran t 
them  an y w ay . M anufac tu rers may find  th e  R obinson-Patm an Act u se fu l 
in  denying c e r ta in  d isc o u n ts  and  a llo w an ces  th ey  did not w ant to  make 
in  th e  f irs t p la c e .
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Some firm s ignored  r e s a le -p r ic e  m ain tenance  law s b e c a u se  th ey
had not signed  a re s a le  p rice  a g re em e n t. T esting  som e of th e se  law s
in  court h as  le d  to  fu rther le g is la t io n  c la rify in g  and  s tip u la tin g
sp e c if ic  te rm s , w h ile  o th er law s w ere  ru led  u n c o n s titu tio n a l.
»
W ith  so  many v a ried  and com plex  la w s , b u s in e ssm e n  are  tu rn ­
ing more and more to  th e ir  law yers for h e lp . The c o s t of m aintaining 
a le g a l s ta ff  is  p roh ib itive  for som e c o m p a n ie s . C o n se q u e n tly , sm a lle r 
firm s may skim p on th e ir  le g a l p ro te c tio n . S ince le g a l problem s may be  
so  com plex th a t low er e x e c u tiv e s  may not have  a com plete  p ic tu re  of 
le g a l im p lica tio n s of a d e c is io n , som e firm s a re  c en tra liz in g  some 
d e c is io n  making w ith  th e  a id  of th e  le g a l  s ta f f .
Although i t  i s  not p o s s ib le  to  m easure  th e  to ta l  e ffe c t of the  
b u s in e s s  la w s , i t  i s  apparen t th a t  th e s e  various law s have  a ffec ted  
m anagerial d e c is io n  m aking in  d iffe ren t w a y s .
U nder th e  various lab o r law s w ith  th e ir  am endm ents, m anagem ent 
has come to  re a liz e  la b o r 's  rig h t to  o rg an ize  and be  rep re se n te d  by  a 
bargain ing  a g e n t. No longer c an  m anagem ent p reven t a rep re se n ta tio n  
e le c tio n  from being  held  under th e  law  i f  th e  w orkers d e s ire  o n e . O nce 
the  appropria te  bargain ing  un it h a s  b e e n  d e te rm in ed , and th e  re p re se n ta ­
tiv e  c h o se n , m anagem ent m ust b a rg a in  w ith  th a t re p re se n ta tiv e . 
M anagem ent can  no longer le g a lly  in te rfe re  w ith  union o rg an iz a tio n .
In som e c a s e s , m anagem ents have  tr ie d  to  g e t around th e  requirem ents 
of th e  law  only to  have un fa ir lab o r p ra c tic e  ch a rg es  se rv ed  on them .
In  some c a s e s ,  th e  e ffe c ts  on d e c is io n s  have been  "p o s t­
d e c is io n "  e ffe c ts  a s  th e  NLRB an d  th e  cou rts  have o verru led  som e 
m anagerial d e c is io n s . S ection  7 of th e  W agner Act i s  a t th e  h ea rt 
of la b o r 's  r ig h ts .  That se c tio n  s ta te s  th a t em ployees sh a ll  have  the  
righ t to  s e lf -o rg a n iz a tio n , to  form , jo in ,  or a s s i s t  lab o r o rg a n iz a ­
t io n s ,  to  b a rg a in  co llec tiv e ly ilh ro u g h  re p re se n ta tiv e s  of th e ir  own 
c h o o s in g , and  to  engage in  concerned  a c t iv i t ie s  for th e  p u rpose  of 
c o lle c tiv e  barga in ing  or o ther m utual a id  or p ro te c tio n ."  S ec tio n  8 
o f th e  a c t  w as d e sig n ed  to  guaran tee  th e  w o rk e rs ' r ig h ts  o u tlin e d  in  
S ec tion  7 . U nder th is  s e c tio n , em ployers m ust com plete ly  re fra in  - 
from concern ing  th e m se lv e s  w ith the  union a c t iv i t ie s  of e m p lo y ee s . 
M anagem ent can  not le g a lly  th re a t ,  c o e rc e , in tim id a te , or o th erw ise  
ta k e  a c tio n  a g a in s t an  em ployee to  force him to  jo in  or not to  jo in  a 
union  or for any union a c tiv ity . N e ith er can  m anagem ent le g a lly  rew ard 
or offer any  type  of rew ard , prom otion, or any  o ther favor to  e n tic e  th e  
em ployee e ith e r  to  jo in  or re fra in  from jo in in g  a u n io n .
M anagem ent sought and found som e re l ie f  from som e union  dem ands 
and a c t iv i t ie s  in  th e  form of the L abor-M anagem ent R e la tions Act and  
th e  L abor-M anagem ent Reporting and D isc lo su re  A c t. A lthough th e  
b a s ic  pub lic  po licy  h as  b e en  se t forth in  th e  v a rio u s labor-gaanagem ent 
law s and  th e ir  in te rp re ta tio n s , th e  fu ll e ffec t of th e s e  law s i s  s t i l l  not 
c e r ta im /
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2 . Im pact o f L abor-M anagem ent R ela tions Is Felt bv M anagem ent
The labo r-m anagem en t re la tio n s  environm ent a s id e  from th e  law s 
h as  an  im pact on m anageria l d e c is io n s  0 The a b ility  of labo r unions to  
w in  rec o g n itio n  h as b een  de term ined , in  p a r t ,  on th e  a ttitu d e s  of 
m anagem ent, e m p lo y ee s , th e  com m unity, and th e  pow er a v a ila b le  
for u s e .
Some em ployers have w elcom ed lab o r unions w h ile  o thers have 
a d am an tly 'o p p o sed  them . D epending upon the  p reva iling  a ttitu d e s  of 
th e  v a rio u s  g roups and  th e  u se  of pow er, em ployees may or may not 
o rgan ize  in to  a  lab o r u n io n . Even though rep re se n ta tiv e  e le c tio n s  
may be  h e ld  an d  th e  bargain ing  a g en t de term ined , many unions do 
not have  c o n tra c ts  w ith  em p lo y ers . The law  s ta te s  th a t  m anagem ent 
h a s  to  b a rg a in  w ith  th e  re p re se n ta tiv e ; how ever, no law  fo rces m anage 
m ent and  un ion  to  come to  a n  ag reem en t. There a re  labor-m anagem ent 
re la tio n s  in  u n io n ized  and  nonun ion ized  p la n ts , a lthough  th is  study 
co n cern s th e  form er.
The env ironm ental fram ework of labor-m anagem ent re la tio n s  
a ffe c t m anagem ents* bargain ing  d e c is io n s .  This environm ent seem s 
to  hav e  more in flu e n ce  on bargain ing  d e c is io n s  th an  does th e  la w . 
D ifferen t em ployers adopt various p o lic ie s  in  dealing  w ith  the  u n io n s .
Some em ployers m ain tain  a  b e llig e re n t po licy  tow ard th e  unions 
and w ill  make no c o n c e ss io n s  if  th ey  a re  a t  a ll  avo idab le ; fu rther, 
th e s e  em ployers may do a l l  w ith in  th e ir  power to  w eaken  th e  u n io n s .
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U nions are looked  upon w ith  d is t r u s t .  O ther em ployers may adopt 
th e  h o rse -tra d in g  ap p ro ach . Follow ing th is  ap p ro ach , em ployers may 
recogn ize  th e  unions a s  being  in e v ita b le , bu t conniving and  u n re ­
l ia b le ,  and w ill a ttem pt to  "ou tsm art"  th e  u n io n . Some em ployers 
may fe e l they  a re  too  w eak  to  s ta n d  ou t a g a in s t th e  unions and  follow 
th e  p a tte rn  of industry  le a d e r s .
U nions may be reco g n ized  and d e a lt w ith  on a s tra ig h t b u s in e s s ­
lik e  b a s i s . This po licy  e x h ib its  a more m ature v iew point of in d u s tr ia l 
re la tio n s  and is  u su a lly  a tta in e d  only a fte r  se v e ra l y e a rs  of s ta b le  
union  re la tio n s . Some em ployers have  formed in to  a s so c ia t io n s  to  
s tren g th en  th e ir  bargain ing  p o s itio n . In  some cases , th is  seem s to  
have w orked s a t is fa c to r i ly .
The bargain ing  c lim ate  i s  in flu en ced  to  som e degree  by a rb itra ­
tio n  p ro v is io n s , filthough th e re  are  re la tiv e ly  few c o n trac ts  w hich  
c a l l  fo r a rb itra tio n  of in i t ia l  p ro v is io n s of a  c o n tra c t ,  approxim ately  
90 per cen t c a ll  for a rb itra tio n  of d isp u te s  a t th e  end of th e  g rievance  
p ro ced u re . M any is s u e s  not sp e c if ic a lly  p rov ided  for in  a c o lle c tiv e  
agreem ent have  b een  su b je c t to  a rb itra tio n , and  m anagem ent may find 
th a t  c e rta in  a re a s  co n sid e red  to  be m anagem ent p rero g a tiv es are  
a rb itra b le .
In  some b u s in e ss  e n te rp r is e s , th e re  e x is ts  uno ffic ia l un io n - 
m anagem ent r e la t io n s . T hese  re la tio n s  e x is t  a s id e  from th e  c o llec tiv e  
ag reem en t. In  such  s i tu a t io n s ,  m anagem ent and th e  union reach  some
293
so rt of rec ip ro ca l agreem ent in  w hich  th e  p a rtie s  exchange  favors 
for th e  a lle g e d  b en efit of e a c h .
A po licy  of m anagem ent-labor co o p era tio n  h a s  b een  adop ted  by 
som e m anagem ents and  th e  unions rep re sen tin g  th e ir  e m p lo y ee s .
This p o lic y , from m anagem ent's v iew p o in t, c o n s id e rs  th e  lab o r union 
a s  an  a lly  in  improving e ffic ien cy  in  th e  firm . A c tu a lly , i t  i s  a  tw o - 
w ay p o lic y . The union is  concerned  w ith  g e ttin g  c o n c e ss io n s  for i ts  
members and w ith  help ing  m anagem ent provide th e  c o n c e s s io n s . Both 
p a rtie s  p lan  a coopera tive  program d e s ig n ed  to  in c re a s e  p ro d u c tiv ity , 
e ff ic ie n c y , and  team w ork , and a ls o  to  a t ta in  g re a te r  se cu rity  for th e  
un ion .
T hese coopera tive  p o lic ie s  are  no t in ten d ed  to  su p p lan t c o lle c ­
tiv e  b a rg a in in g . R ather, th ey  a re  regarded  a s  experim en ta l p la n s — 
ad ap ta tio n s  of and e x te n s io n s  to  c o lle c tiv e  b a rg a in in g . T hese p lan s 
a re  b a se d  on m utual t ru s t  and con fidence  and w e ll-d e f in e d  g o a ls . A 
c le a r  agreem ent and understand ing  is  n e c e ssa ry  on  th e  su b je c t m atter '  
and  deg ree  of coopera tion  i f  th e  p lan s  a re  to  be s u c c e s s fu l .
3 . P ub lic  A ttitude C oncerns M anagem ent
P ub lic  a ttitu d e  a s  an  environm ental fac to r is  of concern  to  
m anagem ent. There a re  many fa c e ts  of pub lic  a ttitu d e : th is  s tudy  is  
concerned  w ith  th e  a ttitu d e  of th e  g en era l pub lic  tow ard  th e  firm in  
g en era l and tow ards sp e c if ic  a tt i tu d in a l fa c to rs— a ttitu d e s  of custom ers 
and  th e  environm ental fac to r of race  r e la t io n s .
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M any b u s in e s s  firm s are  c o n sc io u s  of th e  fac t th a t th e  w ays in  
w hich  th e  p u b lic  a t la rg e , or any p a rticu la r p u b lic , v iew s th e  com pany 
c an  have  fa r reach ing  e ffe c ts  a s  to  th e  acc ep tan c e  of a p ro d u c t, lab o r 
re la tio n s  p o lic y , or of th e  company i te s e l f .  C o n se q u e n tly , many firm s 
have  engaged  in  a pub lic  re la tio n s  effort to  bu ild  and p ro tec t th e  
com pany im ag e , to  e ra se  doubts c au se d  by rum ors, and  to  g a in  a c ­
c ep tan c e  of an  id ea  or p ro d u ct.
M anagers re a c t to  th e  in flu en ce  of public  a ttitu d e  in  various 
w a y s—depending upon how th e  m anagers in te rp re t and a s s ig n  v a lu es  
to  th e  p a rticu la r  f a c to r s .
Among th e  a tt i tu d e s  of th e  va rious p ub lics  w hich  a firm f a c e s ,  
perhaps none a re  fe lt a s  strong ly  and d irec tly  by th e  b u s in e s s  m anagers 
a s  a re  th e  dem ands made by th e  co n su m ers. During th e  1 9 2 0 's , th e re  
appeared  a  w id esp read  dem and among consum ers (women in  p a rticu la r) 
for s tan d ard s  and inform ation about consum er g o o d s . The g e n e ra l d i s ­
con ten t on th e  part of consum ers w as c ry s ta lliz e d  by th e  b o o k , Your 
M oney 's W o rth , p u b lish ed  in  1927.
Some b u s in e s s  le a d e rs  fe lt  th a t they  w ere  in  a much b e tte r  p o s i­
tio n  to  know th e  n eed s and  d e s ire s  of th e  consum ers th an  w ere  some 
of th e  consum er o rg a n iz a tio n  le a d e rs .  The consum er groups w ere 
a tta c k e d  on many fron ts by b u s in e ssm e n . H o s tility  w as a lso  a ro u sed  
a g a in s t consum er e d u c a tio n . Some b u s in e s s  le a d e rs  tr ie d  to  nu llify  th e  
e ffo rts  of th e  consum er m ovem ents through pub lic  re la tio n s  c am p a ig n s .
295
At f i r s t ,  som e b u s in e ssm e n  regarded  th e  consum er movement a s  a 
p a ss in g  fa d .
In t im e , how ever, b u s in e ssm e n  cam e to  reco g n ize  th e  consum er 
movement a s  one of th e  m ost im portan t fo rces of th e  environm ent 
w ith in  w h ich  th ey  had  to  o p e ra te . Some m anagers b e liev ed  th a t i t  
w as  th e  duty of re ta ile rs  to  make an  effort to  u n d ers tan d  th e  needs 
and  problem s of th e  c o n su m ers . M any re ta ile rs  w elcom ed th e  oppor­
tu n ity  to  w ork w ith  consum er g ro u p s . O ther m anagem ents began  to  
r e a liz e  th a t th ey  had  b een  m issing  a good b e t by not cooperating  w ith  
consum ers e a r l ie r .  I t  w as th is  reco g n itio n  of the  a tt i tu d e s  of the  
consum ers th a t ,  a t le a s t  in  p a r t ,  seem s to  have le d  to  th e  evo lu tion  
of th e  m arketing c o n c e p t.
The m arketing co n cep t rec o g n ize s  th a t m arketing beg in s and ends 
w ith  th e  co n su m er. Some firm s re a liz e d  th is  e a r lie r  th a n  o th e rs . As 
th e  m arketing concep t becam e more w ide ly  a c c e p te d , changes b eg an  
to  occu r in  th e  m arketing fu n c tio n . One of th e s e  ch an g es is  th a t 
co rpo ra te  o rg an iza tio n  is  be ing  re s tru c tu re d . M ost o ften  th is  invo lves 
an  ex p an sio n  of p e rso n n e l w ith in  th e  o rg an iz a tio n . S ta tu s for the  
m arketing function  i s  be ing  enhanced  w ith  c lo se r  in teg ra tio n  w ith o th er 
a re a s  „ There is  no one  o rg an iz a tio n a l se tu p  th a t f i ts  a l l  m arketing c o n ­
c e p ts ; how ever, firm s apply ing  th e  m arketing concep t to  i ts  g re a te s t  
d eg ree  u su a lly  have  more of th e  o v e ra ll m arketing functions under th e  
m arketing m anager. In d iv id u a ls  w ith  new backgrounds a re  being
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em ployed. A lthough s t i l l  few in  num ber/ s ta ff  p sy c h o lo g is ts , 
so c io lo g is ts /  s t a t i s t i c ia n s ,  and  c o s t a n a ly s ts  a re  jo in ing  b u s in e ss  
firms a t an  in c re a s in g  r a t e .
W ith in  th e  l a s t  tw o d e c a d e s , th e  environm ent of race  re la tio n s  
has been  g iven  more a tte n tio n  th a n  form erly w as g iv e n . In  th is  s tu d y , 
co n sid era tio n  is  c en te re d  around d rives to  g a in  more eq u al righ ts  in  
employment and se rv ice  in  b u s in e s s  e n te rp r is e s .
The P re s id e n t 's  C om m ittee on Equal Employment O pportun ity , 
through E xecutive O rder 10925, w as s e t  up in  1961, to  seek  n o n d is­
crim ination  in  em ploym ent o p p o rtu n ities  for a l l  m inority g ro u p s. This 
order s p e c if ic a lly , co n ce rn  em ploym ent o f pe rso n n el in  firm s con tracting  
w ith  th e  fed e ra l governm ent. M any firm s jo in e d  th e  "P lans for P rog ress"  
program , pledging to  a c tiv e ly  se e k  to  in su re  eq u al opportun ities in  
h irin g , tra in in g , la y o ffs , and o th e r  a s p e c ts  of em ploym ent. W hile 
some firms have  k ep t th e ir  p le d g e s , o th er have  only pa id  l ip -s e rv ic e  
to  the  p le d g e . In  a d d itio n  to th e  ro le  p layed  by th e  fed e ra l and s ta te  
governm ents, m inority p re s su re  groups have  been  a c tiv e ly  pushing for 
equal o p p o rtu n itie s .
Some firm s have  f e l t  the im pact of su ch  groups a s  th ey  have e x ­
p erien ced  boyco tts  and  s i t - i n s .  As a  re s u lt  of su ch  a c tio n s  by th e  p re s ­
sure  g ro u p s, some em ployers h av e  y ie ld e d  and h ired  more N eg ro es.
1
In  p ressu rin g  for eq u a l r ig h ts  to  se rv ice  in  b u s in e ss  e n te rp r is e s , 
Negro o rg an iza tio n s  have  a lso  u se d  th e  boy co tt and  s i t - i n s . In  some
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s ta te s ,  n o , or token  in teg ra tio n  h as  ta k e n  p la c e . In o ther s t a te s ,  
m anagers have  opened r e s ta u ra n ts , th e a te r s , and o ther p la c e s  of 
se rv ice  to  N egroes to  a g rea te r d e g re e . C e rta in ly , th e  environm ental 
fac to rs  of race  re la tio n  have had an  im pact on m anagerial d e c is io n  
m aking . The e ffe c ts  on d e c is io n s  may not have come from a genera l 
p reva iling  public  a tt i tu d e , bu t ra th e r from th e  a tt i tu d e s  of a  sp e c if ic  
p u b lic .
S ocia l and  C u ltu ra l In flu en ces is  F e lt bv M anagem ent
M anagem en ts ' d e c is io n s  a re  a ls o  a ffe c te d  by th e  s o c ia l  and 
c u ltu ra l fac to rs  bo th  w ith in  th e  p lan t an d  in  th e  ex te rn a l env ironm ent. 
W ith in  th e  p la n t, th e  environm ent is  s e t ,  in  p a r t ,  by th e  a ttitu d e s  of 
m anagem ent, th e  p h y s ic a l layou t and w orking c o n d itio n s , and the  
p sy ch o lo g ica l and s o c ia l  needs of th e  w o rk e rs .
There seem s to  be  an in c re a s in g  aw aren ess  of th e  ro les  th a t 
p sy ch o lo g ica l and s o c ia l  needs p la y , and  th e  w ays in  w hich  th e se  
n eed s  can  be met on th e  jo b . T rad itio n a lly , m anagem ent's con tribu tion  
to  n e e d -s a tis fa c tio n  of w orkers h a s  b e e n  through p a y . The money paid  
to  w orkers can  be u sed  to  m eet th e  p h y s ic a l and  p h y sio lo g ica l n e e d -  
s a t is f a c t io n s .  Some e g o is tic  needs can  a ls o  be met through p a y . P ay , 
to  som e e x te n t, se rv es  a s  a  s ta tu s  sym bol in  the  com m unity.
Pay th a t  is  su ffic ie n t to  allow  th e  in d iv id u a ls  to  liv e  in  ce rta in  
ne ighbo rhoods, to  drive ce rta in  c a r s , and  to  belong to  th e  " rig h t" c lu b s ,
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a ls o  se rv e s  to  fu lfill c e rta in  e g o is tic  n eed s off th e  jo b . As im portant 
a s  th e s e  may be to  in d iv id u a ls , th ere  a re  som e e g o is tic  and s o c ia l  
n eed s  th a t  c a n  be met only on th e  job  and through  in te rre la tio n sh ip s  
w ith  o th er p e o p le .
M anagem ent cannot provide th e  w orkers w ith  f r ie n d s , s e l f ­
e s te e m , and re sp e c t by o ther w o rk e rs . C ond itions c an  be  c re a te d , 
how ever, to  se rv e  a s  v e h ic le s  through w hich  w orkers may se e k  s a t i s ­
fac tio n  for som e of th e ir  n e e d s . Some m anagers have  a ttem p ted  to  
d irec t th e  w o rk e rs ' efforts to  th e  com pany 's good w h ile  providing th e  
w orkers w ith  some m easure of n e e d -s a t is fa c tio n . Arrangem ent of work 
for sm all group perform ance h as  been  one w ay in  w hich  m anagem ent h as  
tr ie d  to  provide for w orker n e e d -s a t is fa c tio n .
Job en largem ent is  ano ther w ay by w h ich  m anagem ent h a s  tried  to  
g e n e ra te  s a t is fa c tio n  on th e  jo b . In  com plex te c h n o lo g y , work flow 
and o rg an iza tio n a l re la tio n sh ip s  ten d  to  s e t  th e  p a tte rn  o f human re la ­
tio n s  w hich  is  o b se rv ed . If an  a ttem pt is  m ade to  change  th e  p a tte rn  
of hum an re la tio n s  w ithout changing th e  fo rces  th a t have c re a te d  i t ,  
l i t t le  p ro g ress  can  be m ade. Even though som e of th e  environm ental 
fac to rs  c an  not be  ch an g ed , by understand ing  th em , m anagem ent may be 
b e tte r  ab le  to  adj u s t the  problem s th ey  c re a te .
In  c e r ta in  c a s e s ,  m anagem ent h as c o n s id e re d  and adop ted  group 
p ra c t ic e . The b e s t  so lu tion  may not a lw ay s be  in  adop ting  group
299
p ra c t ic e ,  bu t m anagem ent can  be a le r t for th e  p o ss ib il i ty  th a t behav io r 
of groups may be for th e  b en efit of th e  company „
In c o n sid erin g  th e  ex te rn a l and  c u ltu ra l env ironm ent, m anage­
m ent h a s  c o n su lte d  p s y c h o lo g is ts , s o c ia l  p s y c h o lo g is ts , s o c io lo g is ts ,  
and  a n th ro p o lo g is ts  on sp e c if ic  p rob lem s. M anagem ent is  concerned  
w ith  th e  p sycho logy  of consum er b eh av io r. C onsum er m otivation 
s tu d ie s  hav e  b e en  undertaken  to  determ ine w hat and why peop le  b u y . 
M arketing  m anagers a re  aw are o f th e  need  to  u n ders tand  consum er 
buying m o tiv e s , to  e s ta b l is h  m arketing s tr a te g ie s ,  and  to  se t  p o lic ie s  
for p r ic in g , p rom otion , and  a d v e r t is in g .
M anagem ent h a s  co n sid e red  so c ia l  groups a s  de term inants of 
buying b e h a v io r . V arious firm s aim  p ro d u ct, prom otion , and p rice  to  
d ifferen t c la s s  a n d /o r  incom e le v e ls .  The study  of c la s s  s tru c tu re  does 
not ho ld  a l l  th e  an sw ers  for m arketing d e c is io n s  a s  th e  s tru c tu re s  a re  
not s t a t i c .  M anagem ent h as  re lie d  upon inform ation su p p lied  by th e  
s o c io lo g is t ,  but i t  i s  d ifficu lt to  determ ine how much of an  im pact 
so c io lo g ic a l co n trib u tio n s  have had  on m arketing .
The ro le  of th e  an th ropo log is t i s  in c reas in g  in  m arketing d e c is io n s .  
A n th ropo log ists have  con tribu ted  to  th e  so lu tio n  of som e m arketing 
p ro b lem s. Knowledge of sp e c if ic  c u ltu ra l p a tte rn s , c lo th ing  and 
f a s h io n s , a w a re n e ss  of th e m e s , and cu ltu ra l tab o o s  have  a ided  
m arketers in  se rv ing  p a rtic u la r  g ro u p s. Up u n til th e  p re sen t tim e , 
re la tiv e ly  l i t t le  re fe ren ce  h as b een  made to  the  work of th e  s o c ia l
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s c ie n t is t  in  so lv ing  b u s in e s s  problem s; how ever, in c reas in g  use  is  
being  made o f th e  in te rd isc ip lin a ry  approach  a s  problem s are  becom ing 
recogn ized  a s  more s o c ia l ,  ra th e r  th an  m erely te c h n ic a l .
5 .  Economic C lim ate  is  Im portant for D e c is io n  M aking
The e ffe c t of th e  econom ic environm ent on m anagerial d ec is io n s  
i s  co n sid e red  in  term s of g e n e ra l econom ic c o n d itio n s , com petitive  
fa c to r s , and tec h n o lo g ic a l f a c to r s .
The d e c is io n s  m ade by m anagers in  p eriods of g en era l expansion  
or co n trac tio n s  depend  on many fa c to rs . B usinessm en  genera lly  view  
b u s in e ss  c y c le s  and  tren d s  a s  beyond th e ir  c o n tro l. I t seem s apparen t 
th a t b u s in essm en  have  some d e fin ite  no tions abou t th e  com pany 's 
approxim ate p o s itio n  in  th e  b u s in e s s  c y c le .  W hether or not th e se  
no tions are  c o rre c t, th ey  g en e ra lly  a ffe c t a  m anager’s d e c is io n s .
The d e c is io n s  a m anager m akes w ill  depend upon h is  ex p ec ta tio n s 
of th e  b u s in e ss  o u tlo o k . D e c is io n s  w ill  be  fu rther gu ided  by the  
m anager's  e x p e c ta tio n  ofcthe re a c tio n  of o ther b u s in e ssm e n  and c u s ­
to m e rs . In  g e n e ra l , during p e rio d s of ex p an sio n  of co n tra c tio n , b u s in e s s ­
men seem  to  p refer to  in c re a s e  o r d e c re a se  vo lum e, re s p e c tiv e ly . They 
seem  to  fe e l th a t p rice  in c re a s e s  or d e c re a se s  a re  r is k y . But w hat 
b u s in essm en  prefer to  do v a rie s  w ith  w hat th ey  ac tu a lly  do in  some 
c a s e s .  The d e p re ss io n  of th e  la te  1930 's  w itn e s se d  many p rice  red u c ­
t io n s .  During th e  d e p re ss io n  many firm s w en t ou t of b u s in e ss ;  o thers
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cu t back  p roduction , low ered  p r ic e s ,  an d  reduced  th e  work fo rce .
O ther firm s in c re a se d  ad v ertis in g  and brought ou t new p ro d u c ts , 
som e ra is e d  product qua lity  and p r ic e , an d  o th e rs  w orked  more 
c lo se ly  w ith  th e  custom ers to  determ ine new u s e s  fo r th e  s e l le r 's  
p ro d u c ts . C le a r ly , m anagem ent's d e c is io n s  w ere  a ffe c te d  in  various - 
w a y s .
W ith in  th e  econom ic environm ent, com petitive  fac to rs  a ffec t 
m anageria l d e c is io n s  in  various w a y s . D epending  in  p a rt upon th e ir  
m arket p o s itio n , some m anagers may engage in  com petitive  pricing  
(including p rice  w a rs ) , follow  th e  le a d e r in  p ric ing  and o u tp u t, engage 
in  various forms of n on -p rice  co m p e titio n , or even  re s o r t  to  co llu s io n  
in  fixing p rice s  and m arket s h a r e s .
M anageria l d e c is io n s  may be  a ffec ted  by  te c h n o lo g ic a l fa c to r s . 
T echn ica l innovations may be u se d  to  reduce  bo th  the  am ount and 
kind  of lab o r required  to  perform a job; i t  may b e  u se d  to  im prove 
products or u tiliz e  b y -p roducts and  w a s te  m a te r ia ls . There a re  p e r­
h ap s  many tech n o lo g ica l developm ents a v a ila b le  for u s e ,  bu t some 
firm s canno t u se  them  b e ca u se  th ey  are no t econom ica lly  f e a s ib le .
The type  of techno logy  a v a ila b le  for p a rticu la r p u rp o ses  s e ts  th e  lim it 
to  th e  type  of struc tu re  app ropria te  for o rg a n iz a tio n . As techno logy  
becom es more sp e c ia liz e d , i t  ap p ea rs  th a t  an o rg a n iz a tio n 's  f lex ib ility  
in  sh iftin g  from one goal to  ano ther is  re d u c e d .
W hen autom ation  i s  in tro d u ced , th e re  is  a  p o s s ib il i ty  th a t w orkers
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w ill be  d is p la c e d . In  many c a s e s  autom ation  h as  b een  in troduced  
w ithou t th e  lo s s  of jo b s .  W orkers a re  som etim es re tra in ed  a n d /o r  
tran sfe rred  to  o th er j o b s . O ther firm s have depended on norm al 
a ttr itio n  to  cu t down on th e  work fo rce . Severance  p a y , ea rly  
re tirem en t, and  co n trib u tio n s to  union w elfare  funds have  b een  u sed  
to  m itiga te  th e  h a rd sh ip s  c a u se d  by lo s s  of jo b s  due to  au tom ation .
i
M anagem ent h a s  begun  to  make u se  of new er te ch n o lo g y . 
E lectron ic  d a ta  p ro ce ss in g  sy s te m s , although  bare ly  s ix te e n  y e a rs  old 
in  b u s in e s s  o p e ra tio n s , have made th e ir  entry in to  a v a rie ty  of inform a­
tio n  and  con tro l a r e a s . Inform ation techno logy  a s  a  new a rea  of a d ­
vanced  au to m atio n , i s  finding i t s  w ay in to  th e  b u s in e ss  o rg an iz a tio n , 
w ith  th e  p robab le  re s u lt  of more c e n tra liz e d  d e c is io n  m aking.
Some o rg an iz a tio n a l im p lica tio n s seem  to  be : an  in c re a se  in  
superv iso ry  r e s p o n s ib i l i ty ,  an  in c re a se  in  th e  in te rd ep en d en ce  of 
work among su p e rv iso rs  a t a  g iven  le v e l ,  and in c re a se  in  th e  ra tio  of 
su p e rv iso rs  to  w o rk e rs , a n d , an  in c re a se  in  th e  ra tio  o f in d ire c t labor 
to  th e  to ta l  p lan t fo rc e .
T echno log ica l in n o v a tio n s a re  becom ing an  in te g ra l p a rt of many 
b u s in e s s  o p e ra tio n s . It w i l l ,  p e rh a p s , be a  long tim e before  many firms 
can  adopt au tom ation  to  any ap p rec iab le  d e g re e . Some la rg e  firm s have 
experim en ted  w ith  advanced  au tom ated  equipm ent only to  go back  to  the  
o lder w a y s .
303
6 . Many F acto rs a re  P a rtia lly  C on tro llab le
Some of th e  environm ental fac to rs  g en e ra lly  deem ed co n tro llab le  
may be only p a rtia lly  c o n tro lla b le . Im age and rep u ta tio n  may only be 
p a rtia lly  co n tro llab le  in  th a t im age and  rep u ta tio n  may be p ro jec ted  to  
th e  public; how ever, th e  pub lic  may re c e iv e  th e  im age d iffe ren tly .
O ther fac to rs  such  a s  th e  p o lit ic a l  c lim a te , and  th e  so c ia l  and 
c u ltu ra l fo rces may be m odified , if  no t c o n tro lle d , by m anagem ent 
a c tio n . The econom ic c lim ate  i s  co n ced ed  to  b e  beyond  m anagem ents ' 
c o n tro l. W hile  th e  environm ent of labo r-m anagem en t re la tio n s  and the  
s o c ia l  and p sy ch o lo g ica l a re  not c o n sid e red  to  be d irec tly  con tro llab le  
by m anagem ent, th e  la t te r  does con tro l som e o f th e  fac to rs  th a t d e te r­
mine th e se  env ironm en ts.
Many of th e s e  environm ental fac to rs  a re  in te rre la te d  and  in te r ­
d ep en d en t. M any of th e  fac to rs  beyond  m anagem en t's  con tro l change 
through tim e; o thers a re  changed  by m anageria l d e c is io n ; y e t ,  th e  
environm ent is  c o n s ta n t .  M anagers b a se  th e ir  d e c is io n s  on th e ir  
in te rp re ta tio n  of th e  fac to rs  > and  upon th e  v a lu e s  th ey  a s s ig n  to  them . 
It is  n e c e ssa ry  for m anagers to  reco g n ize  and  becom e fam iliar w ith  the  
environm ental fac to rs  in  order to  make sounder d e c is io n s .
B. G enera l C onc lu sion  of th e  Study
The prem ise  o f th is  study  s ta te d  th a t  v a rio u s environm ental 
fac to rs  a ffec t m anagerial d e c is io n  m aking in  d iffe ren t w a y s , and th a t
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som e of th e  fac to rs  genera lly  deem ed co n tro llab le  or n oncon tro llab le  
may be p a rtia lly  co n tro lla b le . The w rite r concludes th a t  from an 
a n a ly s is  of th e  d a ta  p re se n te d , th e  p rem ise  i s  su p p o rted .
i
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